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BEFORE TION COMMISSION 

Robert T. Hardcastle 
Circle City Water Company, LLC 
P.O. Box 82218 
Bakersfield, CA 933 80-22 18 
Representing Itself In Propia Persona 

COMMISSIONERS 
Bob Stump, Chairman 
Bob Burns, Commissioner 
Brenda Burns, Commissioner 
Gary Pierce, Commissioner 
Susan Bitter Smith, Commissioner 

IN THE MATTER OF THE ) 
APPLICATION OF CIRCLE CITY 1 
WATER COMPANY, LLC FOR AN 1 
EXTENSION OF ITS EXISTING ) 
CERTIFICATE OF CONVENIENCE AND ) 
NECESSITY FOR WATER SERVICE 1 

) 
) 
1 
) 
) 
) 
) 
) 

W-035 1OA-13-0397 
Docket No. - 

APPLICATION TO DELETE 
CERTIFICATE OF 
CONVENIENCE AND 
NECESSITY AS EXTENDED 
IN DECISION NO. 68246, 

AND 

MOTION TO DELETE 
REQUIREMENT IN DECISION 
NO. 68246 RELATED TO 
FUTURE RATE APPLICATION 

Circle City Water Company, LLC (“Circle City” or “Company”) hereby files 

this Application for Deletion of its Certificate of Convenience and Necessity (“CC&N”) 

as Extended by Decision No. 68246 (October 25,2005). 

BACKGROUND 

Circle City first received an expression of interest to develop the project fi-om 

Harvard Investments, Inc. (“Harvard” or the “Developer”) in 2004 known as Lake 

Pleasant 5000 (“Project”). After significant negotiations over a lengthy period of time 
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Circle City and the Developer agreed to seek regulatory approvals to extend Circle City’s 

CC&N to include the proposed Project area. On February 11, 2005 Circle City and the 

Developer executed the Water Facilities Agreement which provided water service to 

Phases I and I1 of the Project (see attached Exhibit 11). Subsequently, in November 2007 

Circle City, the other ownership partners of Phase I including the Developer, known as 

Warrick 160 LLC for the purposes of this portion of the Project, and the Central Arizona 

Groundwater Replenishment District (“CAGRD”) executed the Agreement and Notice of 

Municipal Provider Reporting Requirements for Warrick Property Regarding 

Membership in the Central Arizona Groundwater Replenishment District (the “CAGRD 

Agreement”) (see attached Exhibit 111). As a result of this Agreement, the Developer 

became a Member Lands in the CAGRD and met the requirements for an assured water 

supply for Phase I of the Project in the Active Management Area (“AMA”) of the 

Arizona Department of Water Resources (“ADWR”). 

On March 2, 2005, Circle City filed an application for an extension of its 

CC&N with the Arizona Corporation Commission (the “Commission”) to provide public 

water service to the Project, located in Maricopa County. The Project was described in 

two sections as Phase I and Phase 11. 

The Phase I portion of the Project related to 160 acres of land for 78 residential 

lots northeast and contiguous to Circle City’s existing CC&N also known as the Warrick 

160 portion. 

The Phase I1 portion of the Project related to 4,882 acres located approximately 

five miles north of Circle City’s existing CC&N that would be connected by a series of 

newly developed main extensions, 7.6 million gallons of water storage, Central Arizona 

Project (“CAP”) treatment plant, and related appurtenances. The Project was planned for 

10,OO dwelling units having peak day demand of more than 5,255 gallons per minute. 

The engineers cost estimate for the combined cost of water infrastructure and onsite 

distribution for the Project exceeded $55,000,000. 

On June 28, 2005 Commission Staff filed its Staff Report recommending 

approval of the application, subject to several conditions. 
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On July 19, 2005 Commission Staff docketed a Supplemental Staff Report 

recommending approval of the application, subject to several conditions. 

On October 25, 2005 the Commission issued Decision No. 68246 (the 

“Decision”) approving Circle City’s application, subject to several conditions (see 

attached Exhibit I). 

DISCUSSION 

I. THE PROJECT IS “NOT V1ABLE”AND THERE IS NO PRESENT OR 
FUTURE NEED FOR WATER UTILITY SERVICE. 

Decision No. 68246 was issued in October 2005. At that time there was a plan, 

or at the very least a strong presumption, to develop and construct the Project in the near 

future or as quickly as the development resources to do so could be secured and 

mobilized. However, the Project never got developed beyond the initial entitlements 

phase. 

Currently, more than 8 years later, there is no plan to develop or construct the 

Project. According to the Developer, the properties in the general area of the Project have 

shown no development interest to date. The Developer has indicated that it could be as 

long as 10 more years before the area around the Project might develop. The Developer 

has indicated it is “property rich and cash poor” and has no immediate plans for 

development of the Project.’ 

The Developer has described the Project as “not viable”.2 Further, the 

Developer agreed with the Company to unwind all regulatory and contractual 

arrangements with Circle City related to the Project including the deletion of the 

extended CC&N; the termination of the Water Facilities Agreement; cancellation as a 

Member Lands with the Central Arizona Groundwater Replenishment District 

(“CAGRD”) for Phase I of the Project known to Circle City as the Warrick 160 Project; 

Circle City met with the Developer at its offices on March 14, 20 13 to ascertain the development status of the 
Project when these comments were made. The Developer provided a detailed discussion, using a wall map, to describe those 
areas in the Greater Phoenix area that were currently being developed and discussed the unlikely near term prospects of 
development of the Project. 
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and, cancellation of the Maricopa County Franchise Agreement.3 To the extent that Circle 

City incurred costs related to this unwinding, the Developer suggested and offered, to be 

financially responsible for at least one-half of all costs related thereto, 

Several weeks later, after significant “unwinding” work had been completed, 

Circle City wrote to the Developer reviewing the current status of the “unwinding” 

arrangements (see Exhibit IV). In this electronic message, Circle City restated its 

understanding of the prior instructions issued by the Developer, as: (a) payment of 

outstanding legal and engineering invoices, (b) confirmation that the Developer had 

previously determined the Project was currently “not viable”, (c) confirmation that the 

Developer could not “determine when it would become a viable hture project”, (d) 

confirmation that Circle City and the Developer had “mutually agreed to cause the 

winding up of all arrangements” related to the Project, including (i) termination of the 

approved Water Facilities Agreement, (ii) deletion of the extended CC&N and 

extinguishment of any related conditions approved under Decision No. 68246, and (iii) 

termination of the Phase I agreement between the Developer, Circle City, and the 

CAGRD. Circle City advised the Developer that it would require between 90 and 120 

days to effectuate the before mentioned “unwinding” arrangements at an approximate 

cost of $20,000. Circle City clearly stated in this electronic message that it was 

“approving counsel to proceed with these tasks as expeditiously as possible”. 

No interim notice or advisement had been received by Circle City from the 

Developer. 

Subsequently, the Developer apparently recognized that “unwinding” the 

Project arrangements should include the approval of other Project partners as well. As a 

result, the Developer requested Circle City, approximately one month later, to “hold” on 

the “extinguishing/termination” of the unwinding arrangements until a partners meeting 

was convened that confirmed and approved the Developers previous “unwinding” 

de~is ion .~  

Ibid, Note 2 
Developer’s electronic message of May 3,2013. 
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In reply to the Developer’s response, Circle City expressed its astonishment at 

the Developer’s “hold” instruction. Circle City again reminded the Developer that “we 

clearly agreed the Project was not viable and that unwinding the Project was the only 

reasonable thing to do”. Circle City advised the Developer that extensive “unwinding” 

work had already been conducted, at Circle City’s expense, based on the Developer’s 

previous agreement and direction. Circle City advised the Developer that it was 

“directing [it’s] counsel to pr~ceed’,.~ 

Later on August 7, 2013, at the suggestion of Circle City, a meeting was 

arranged with the Developer to discuss the most current status of the Project. The 

Developer explained that, at its recent partner’s meeting, its partners disagreed with the 

Developer’s “non-viable” conclusion and stated that it did not want to delete the CC&N 

approved in Decision No. 68246 or terminate its membership with CAGRD. The 

Developer offered no basis for its partner’s conclusion or decision. 

At the meeting Circle City asked the Developer several questions: 

Question Circle City: 

Answer Developer: No. 

Question Circle City: 

Does the Project have any development schedule? 

Are architects or engineers working on Project 

drawings? 

Answer Developer: No. 

Question Circle City: 

Answer Developer: 

Question Circle City: 

Answer Developer: 

Question Circle City: 

Answer Developer: Doesn’t know. 

When will Project grading start? 

There is no grading scheduled. 

When is pipeline construction scheduled? 

There is no pipeline construction scheduled. 

When will Circle City be selling water? 

As part of this discussion the Developer reiterated that it “didn’t know if the Project was 

viable within 10 years or not”. 

Ibid, Note 4. 5 
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At the conclusion of this meeting Circle City asked the Developer, as follows: 

Question Circle City: In the course of only 4 months how does a project 

go from “non-viable” in need of “unwinding” to suddenly “viable” and worthy of some 

unknown future development? 

Answer Developer: Doesn’t know. 

Question Circle City: Why would any water business carry, since 2005, 

at its own cost without reimbursement, the expense of a CAP water allocation for a 

project that was “unviable” but now is suddenly “viable”; for a Project where no 

development schedule is even in progress, much less existing; for a Project where 

pipeline construction isn’t scheduled; and, for a Project where a date for water sales 

cannot be determined? 

Answer Developer: Doesn’t know. 

The Developer has described the Project as “not viable” and doesn’t know if it 

will ever be viable. As such, there is no need for water service to this Project. 

On October 7, 2013 Circle City received correspondence from the Maricopa 

County Environmental Services Department (“MCESD’) indicating that the original 

Project Approval to Construct issued on June 17, 2008 had expired on June 17, 2009 

unless Project construction had been substantially started (see attached Exhibit V). The 

MCESD indicates that a new application with appropriate documentation and fees would 

be required to be resubmitted for the Project. No construction has occurred on the Project. 

In light of all these facts, the Company respectfully requests that the CC&N 

extension area granted in Decision No. 68246 be deleted in its entirety. 

11. DECISION NO. 68246 CONTAINS REQUIREMENTS FOR CIRCLE 
CITY’S NEXT RATE CASE FILING (SCHEDULED FOR 2014) THAT 
SHOULD BE DELETED SINCE THE PROJECT NEVER DEVELOPED TO 
INURE ANY BENEFIT TO EXISTING RATEPAYERS. 

The Commission was, in Decision No. 68246, very specific to condition 

approval upon Circle City demonstrating, in its next rate application, the positive impact 

of the Project: 
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Finding of Fact No. 35 (8): (page 9 at lines 1 1 - 13) 

Circle City must demonstrate in its next rate case filing that its 
existing 169 customers will be positively impacted by the addition of 
new water facilities necessary to serve the new CC&N. 

The Commission reiterated this conditional qualification in Decision No. 
68246, as follows: 

Finding of Fact No. 36: (page 9, lines 16-1 8) 

Staff further recommends that the Commission’s approval of the 
extension of the Certificate should be rendered null and void 
without further Order from the Commission should the Company 
fail to meet any of the above conditions within the time speciped. 

In the Conclusions of Law section of Decision No. 68246, item no. 6 at page 11 

lines 13- 14, the Commission also recognized the importance of these conditional 

approval statements by indicating: 

The application to extend the Certificate for the area described in 
Exhibit A should be granted subject to the conditions set forth in 
Findings of Fact Nos. 35 and 36 above. 

And, finally, in the ordering paragraphs of Decision No. 68246, page 12 at lines 

10- 12, the Commission ordered: 

IT IS FURTHER ORDERED that Circle City Water Company LLC 
shall demonstrate in its next rate case filing that its existing 169 
customers have been positively impacted by the addition of new 
water facilities necessary to serve the extension area. 

(additional emphasis provided above) 

There is no dispute that neither Phase I or I1 of the Project have been built, as 

described above. Further, there are no plans to build the Project as no construction or 

development schedule has been provided by the Developer. There is also no dispute that 

Circle City plans to file a rate application in the first or second fiscal quarter of 2014 

using 2013 as its test year. 
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Accordingly, Circle City is prejudiced in the filing of its prospective 2014 rate 

application because if the conditional requirements of this section. Circle City cannot 

demonstrate a positive impact for a Project that has not been built and has no plans of 

being built. 

This requirement under Decision No. 68246 should be deleted. 

111. CONCLUSION 

In summary, Circle City respectfully requests that the Commission grant this 

Application, as follows: 

A.DELETION OF THE CC&N EXTENSION AREA WHICH 

INCLUDES THE PROJECT 

The Project has not been built. 

There is no development or construction schedule for the Project. 

The Developer does not plan to build the Project. 

The Developer says the Project is “not viable”. 

The Developer says the Project may not be developed for another 10 

years. 

The Developer has indicated that its Member Lands membership with 

CAGRD should be terminated. 

The Developer has indicated there is no known need for water service to 

the Project at this time, or in the near future. 

Circle City should not be obligated or burdened with being responsible 

for providing water service, as described in Decision No. 68246, to an 

entity that has no plans for constructive use of its water. 

25 B. DELETION OF THE REOUIREMENT TO DEMONSTFUTE THE 
26 POSITIVE IMPACT OF THE PROJECT UPON EXISTING RATE 
27 PAYERS. 
28 
29 Circle City plans to file a rate application in 20 14. 
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Decision No. 68246 specifically requires Circle City to demonstrate, in 

its rate application, a positive impact on its existing rate payers as a result 

of the Project being developed. 

The Project has not been built. 

There are no plans to build the Project. 

Circle City cannot demonstrate a positive impact on ratepayers, as 

required by Decision No. 68246, based on a Project that does not exist, 

and thus cannot comply with the orde 

RESPECTFULLY SUBMITTED this 

OM I AL and 13 copies filed 
day November 20 13, with: 

this P 
Docket Control 
Arizona Corporation Commission 
1200 West Washington St. 
Phoenix, AZ 85007 

And copies mailed to the following: 

, Administrative Law Judge 
HEARING DIVISION 
Arizona Corporation Commission 
1200 West Washington St. 
Phoenix, AZ 85007 
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Janice Alward, Chief Counsel 
Legal Division 
Arizona Corporation Commission 
1200 West Washington St. 
Phoenix, AZ 85007 

Craig Krumwiede 
Harvard Investments, Inc. 
Warrick 160 LLC 
17700 No. Pacesetter Way 
Scottsdale, AZ 85255 

Steve Olea 
Utilities Division 
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Water Facilities Agreement 
This Water Facilities Agreement (“Agreement”) entered into this - day of , 2005, by 

and between Circle City Water Company, LLC (“Circle City”) with primary business offices located at 
3101 State Rd., Bakersfield, California 93308 and b a r d  Investments, Inc. (“Developer”) with its 
principal mailing address at 17700 N. Pacesetter Way S c o W e ,  Arizona 85255 (hereafter Collectively 
referred to as the “Parties”). The Parties contemplate the Developer’s construction of on-site and off-site 
water utility plant necessary to provide domestic service, as further described herein, for Developer’s 
project, Lake Pleasant 5000 (“Development”), which development is more fully described by Exhibit I 
attached hereto. 

Section I: Recitals 
1. 

2. 

WHEREAS, Circle City is a properly organized AT~ZOM aorporation in good standing; and, 

WHEREAS, Circle City is public service corporation within the meaning of Article XV of the 
k k O M  COhtUtiO~ and, 

3. WHEREAS, Circle City operates a water utility system subject a Certificate of Convenience and 
Necessity (“CC&N“) by the Arizona Corporation Commission (“ACC”), and also subject to the 
various joint and several jurisdictions of MZOM Department of Environmental Quality 
(“ADEQ“), Arizona Department of Water Resources (“ADWR”) and other regulatory authorities, 
not expressly described by this section, which may have jurisdiction over certain aspects of the 
operatiom &Circle City; and, 

WHEREAS, Developer is a private par@ that has requested, pursuant to its Request for SeMce 
letter dated September 30, 2004, that Circle City provide potable domestic water Service to the 
Development, which is outside of its present CCXN. Wastewater utility service will be provided 
to the Development by a municipality or private utility provider and Developer is in the process of 
obtaining necessary approvals and agreements for such service; and, 

4. 

5. WHEREAS, Circle City has accepted Developer’s request to provide potable domestic water 
seMce to the Development subject to obtaining ACC approval to extend its C W N  to include the 
Development; and, 

6. WHEREAS, Circle City is willing to file an application with the ACC requesting an extension of 
its C W  to include the Development, in accofdatlce with -on MII of this Agrement; and 

WHEREAS, Circle City does not presently operate a water dislribution system able to m e  
potable domestic water to the Development without contemplation of this Agreement; and 

WHEREAS, Developer is willing to conshuct facilities, both on-site distribution and off-site water 
infr-e utility facilities necessary for Circle City to serve the Development; and 

WHEREAS, concurrently with the filing to extend its CGW, Circle City also intends to seek 
authority from the ACC to collect an Off-Site Hook-Up Fee to fund construction of off-site 
infrastructure including wells, storage tanks, booster pumps, pressure tanks, transmission mains 
andfor related appurtenances necessil~y for proper operation, including engineering and design 
Costs; and 

7. 

8. 

9. 

10. WHEREAS, if the ACC approves the proposed Of€-Site Hook-Up Fee Tariff in a form materially 
similar to that proposed by Circle City and attached hereto as Exhibit II, Circle City agrees to 
ireat Developer’s construction of off-site facilities consistent with that M. 
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NOW. THEREFORE BE IT RESOLVED the Parties to this Agreement do hereby agree as 
follows: 

Section 11:. Construction Of On-Site And Off-Site Facilities. Treatment 
of Costs, Pavment of Administrative Costs 

1. Developer will construct, or cause to be constructed, on-site distribution facilities sufficient to fully 
satisfy Developer’s requirements for water utility service to the Development by Circle City as further 
described by this Agreement. 

2. Developer will also construct, or cause to be constructed, water infrastructure facilities, including 
wells, storage tanks, booster pumps, pressure tanks, transmission mains and/or related appurtenances 
sufficient to fully satisfy Developer’s requirements for water utility service to the Development by 
Circle City as further described by this Agreement. The off-site water infrastructure facilities 
necessary for Circle City to extend water utility seMce to the Development are described in the Water 
Master Plan for Lake Pleasant 5,000 attached hereto as Exhibit IU and incorporated herein by this 
reference. 

3. Developer shall determine the financing and timing for construction of the on-site and off-site 
facilities. The cost of the off-site facilities will constitute a credit against any amounts Developer 
would be obligated to pay under an Off-Site Hook-Up Fee Tarif€ (Exhibit nr), if such charge is 
authorized by the ACC following application made by Circle City as quested by Developer. The 
estimated cost of the on-site distribution fkcilities described in Exhibit IU is Twenty-Four Million, 
Two Hundred and Sixty Thousand Dollars ($24,260,000) and shall hereinafter be referred to as the 
”estimated advance.” The estimated cost of the off-site facilities described in Eshibit III is Thirty 
Million, Seven Hundred and Forty Five Thousand, Ninety-Two Dollars ($30,745,092) and shall 
hereinafter be refer& to as the “estimated off-site hook-up fee credit.’’ To the extent the off-site 
facilities costs exceed the estimated &-site hook up fee credit, or, if the ACC does not approve the 
Off-Site Hook-Up Fee Tariff in a form materially similar to that attached as Exhibit JI, Developer wi l l  
be responsible to finance the costs of any off-site facilities necessazy for Circle City to funtish water 
utility service to the Development and any such amounts will be treated as non-refimdable 
contributions in aid of construction. 

4. Developer agrees that the size, design, type and quality of materiaIs used to construct the on-site 
distribution facilities and off-site water infmtructure facilities (collectively, the on-site and off-site 
facilities are referred to at times herein as the ‘‘Improvements”) , as well as the location of those 
facilities upon and under the ground shall be approved by Circle City prior to the commencement of 
constmetion and that those facilities shall be designed and coflstcucted in accofdance with all 
applicable standads of Circle City, ADEQ, ACC and any other governmental agencies exercising 
jurisdiction over the design and ConstNction of water utilities systems. The total cast estimates for the 
Improvements are more fully described in Esbibt IV. All plans and spedflcations shall be submitted 
to Circle City prior to submission for approval by any regulatory agencies and Circle City shall have 
thirty (30) days within which to revise or approve the plans. If Circle City does not provide comments 
within that thirty-day period, the plans and specifications will be deemed approved by Circle City. 
Circle City shall have the right to require OerQin configurations that meet prudent utility practice and 
general industry practice, to participate in design review and design verification activities, pre- and 
post-construction inspection requirements, commissioning requirements, test and trials (design 
validation), and to prescn’be certain equipment over other equipment, provided, however, Circle City 
cannot require changes to the configuration, design or equipment after approval of the plans and 
specifications. 

5. In addition to the estimated advance and estimated off-site hook-up fee credit, Developer shall 
additionally pay to Circle City an amount sufficient to pay for reasonable administrative costs, 
including accounting, engineering and inspection services in connection with the construction of the 
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on-site and off-site facilities, and verifiable legal expenses for the preparation of this Agreement, 
request for eqxtnsion of its CC&N and approval of an off-site hook-up fee. Circle City shall, upon 
request, provide proof of such costs to Developer prior to reimbursement by Developer of any such 
costs incurred by Circle City. Developer shall also reimburse Circle City for its reasonable pecuniary 
costs incurred in the management, supervision and inspection of Improvements. 

6 All hnds payable pursuant to this Agreement, including any adjustments thereto, shall be paid by 
Developer to Circle City in the form of certified cashiem check or personal check or other means 
agreed by the Parties, the validity of which shall be determined only after satisfaction of same by the 
financial institution upon which it is drawn. 

7. If, for any reason, any balance remains unpaid by Developer, Circle City shall be paid by Developer 
prior to Circle City’s acceptance of transfer of the on-site and off-site facilities, DEVELOPER 

Section 111: Conditions of Facilities Construction 
1. The acceptance by Circle City of any conveyance of the Improvements to be const~~cted by 

Developer, as referend in Exhibit IU and Exbibit lV respectively, are fwther conditioned upon 
Developer’s acceptance of each of the following conditions: 

a) That Developer connect at least one (1) water seMce connection to the property described in 
Exhibit I, except as may otherwise be expressly provided by this Agreement. 

b) That prior to the commencement of construction of any Improvements, all permits, approvals, 
licenses and easements required in connection with any on-site and/or off-site facilities shall 
be obtained, mrded,  transferred or otherwise developed by Developer retaining the right to 
ultimately transfer all such permits, approvals, licenses and easements in to Circle City so as 
to completely satisfy al l  authorities havingjutisdiction over regulation or approval of any on- 
site and/or off-site facilities. 

c) That all easements and rights-of-way shall be free of obstacles which may interfere with 
construction or subsequent operation of any Improvements contemplated by this Agreement, 
as exclusively determined by Circle City. If facilities require road, pavement and/or concrete 
constructiOn, all such development shall be constructed at grade elevations. No pavement or 
curbs shall be installed prior to completion of any Improvements contemplated by this 
Agreement or otherwise approved in advance of consmctm by Circle City. If any streets, 
roads, alleys, or drainage ways are not co- in accordance with this section, Developer 
shall bear all costs of every type and description, on a nm-refundable basis, that are incutred 
by Developer or Circle City to relocate faclities as a result of said facilities not being 
constructed in amrdance with this section. 

d) That no engineering changes be made, caused, required or incurred by Developer in 
connection with any utility construction standards, any regulatory authority or any State or 
County health department, or any other public agency under whose jurisdiction the 
const~~ction of the facilities contemplated under this Agreement may be deemed appropriate, 
without the advance mitten approval of Circle City, which approval shall not be unreasonably 
withheld 
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1. 

2. 

3. 

1. 

1. 

2. 

e) That Developer comply with any additional terms and conditions as may be set forth in other 
sections of this Agreement. which may be attached hereto and incorporated by reference for 
all purposes. 

Section IV: Service, Circle Citv Liabilitv Limitations 
Notwithstanding any reference to fire protection facilities contained in this Agreement, the 
Improvements are being constructed by Developer and will be transferred to Circle City for the 
pwpose of providing domestic water service to the Development. However, under certain operating 
conditions as exclusively determined by Circle City, the Improvements may be used, with the prior 
written approval of Circle City, to provide limited emergency fire protection service to an official fire 
protection agency which has previously contracted with Circle City for such service. 

It is understood by Developer, as evidenced by the execution of this Agreement, that Circle City does 
not have the responsibility to provide, and shall not construct under this Agreement, facilities capable 
of providing any tire flow to the Improvements. Therefore, it is expressly agreed and understood by 
Developer that CIRCLE CITY DOES NOT GUARANTEE OR ENSURE UNINTERRUPTED 
OR REGULAR WATER SERVICE: NOR DOES CIRCLE CITY REPRESENT THE 
AVAKLABILITY OF ADEOUATE PRESSURE, VOLUME OR FIRE FLOW FROM THE 
SYSTEM BY OFFERING DOMESTIC WATER SERVICE PURSUANT TO THIS 
AGREEMENT, INCLUDING WITHOUT LIMITATION SECTION XI. PARAGRAPH 16. 

It is agreed that in the event that service from a fire hydrant, or an interior fire sprinkler system which 
is used for non-fire protection purposes, is interrupted or is irregular or defective or fails h m  causes 
beyond Circle City’s control, or through the negligence or alleged negligence of its employees, 
services, agents or other representatives, Circle City shall not be liable for any injuries or damages 
arising t h d o m .  Further, Circle City shall have neither the responsibility nor the liability for any use 
or disposition of fire hydrant or fire protection water, even if such use or disposition is attributable, or 
is alleged to be attributable to the neghgence of Circle City’s employees, agents, servants, or other 
representatives Developer, or any otha person or entity which succeeds to Developers interest, 
REGARDLESS OF WHETHER SUCH PERSON OR ENTITY HAS KNOWLEDGE OR NOTICE 
OF THESE TERMS, shall make no claim against Circle City for any such loss or damage resulting 
brom services provided under this Agreement or the applicable Service tarif€. Circle City shall be 
entitled to recover its reasonable attorney’s fees should Developer fail to properly comply with this 
provision. 

Section V: Rates and Tariffs 
It is understood and agreed by Developer, as evidenced by its execution of this Agreement, that all 
charges for domestic water services to the Development shall, at all times, be at then applicable tariffs 
of Circle City as established by the ACC, including an Of€-Site Hook-Up Fee Tariff if appruved by the 
ACC, which approval will be sought by Circle City concufient with its request to extend its C W  to 
include the Development. Circle City’s tariffs are subject to change from time to time upon 
application by Circle City and as approved by the Commission. 

Section VI: Permits and Licenses, Easements, Title 

Circle City and Developer agree to obtain all permits and licenses from all authorities having 
jurisdiction which may be required for the construction of any of the Improvements necessary for 
Circle City to provide water utility service to the Development. 

Prior to the commencement of construction any Improvements, Developer shall, if applicable, obtain 
from the owners of any property upon which on-site and/or off-site facilities are to be constructed, a 
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perpetual private water utility easement for construction, operation and maintenance of the 
Improvements on the behalf of, and in the name of. Circle City and in a form acceptable to Circle City. 

3. All materials. facilities constructed, and water supply equipment prmided in connection with 
construction of any Improvements under this Agreement and the completed facilities as installed shall 
be t r a n s f e r r e d  by bill of sale andor any other necessary co~lveyance document to Circle City, and 
thereafter shall become the sole and exclusive property of Circle City, and 111 legal and equitable title 
thereto shall be completely and fully vested in Circle City, free and clear of any liens. Developer 
agrees to execute or caused to be executed promptly all such documents as Circle City or its 
representatives may request to evidence good and merchantable title to said Improvements free and 
clear of all liens. 

Section VII: Advance Amount, Refund, Transfer 
1. As described by this Ageemen< all advances for on-site distribution facilities shall be made by 

Developer as specified hereunder, If the actual costs of on-site distribution facilities are revised, in 
accordance with this Agreemenf the additional advance shall be applied thereto andor adjusted by the 
same amount. 

2. All costs of on-site distribution facilities advanced hereunder and applicable administrative, legal, 
accounting, engineering, inspection and other pecuniary costs for supervision and managemet shall be 
refixnded in accordance with A.A.C. 5 R14-2-406@) - 10% of all revenue generated by customers 
within the Development each year for 20 years beginning with the commencement of water utility 
Seryjce within the Development. Under no cir- shall Developer be entitled to, or receive, any 
amount in excess of the actual costs of on-site distribution facilities and applicable administrative, 
legal and engineering costs, nor sball Developer receive any refund form Circle City of any amounts 
paid for off-site facilities, whether such amounts are paid pursuant to an ACC-appruved off-Site 
Hook-Up Fee tarif€ or otherwise. 

3. Subject to Appendix 1, attached hereto, the costs to be paid by Developer hereunder for any 
Improvements do not include any amount necessary for the payment of State or federal income taxes in 
connection therewith, which amounts shall be the responsibility of Developer should such income tax 
liabilities be imposed on Circle City at a later date as a result of the payment of any amounts and/or the 
comyance of any facilities by Developer to Circle City under the Agreement. 

4. Developer understads, acknowledges and agrees, as evidenced by its execution of this Agreement, 
that it is solely responsible to notify Circle City of any change of address used in connection with any 
provision hereunder. All changes of address of Developer should be forwarded in writing to Circle 
City’s offices as first set forth above. 

5. In the event of the sale, conveyance or transfer by Circle City, pursuant to the approval of the 
Regulatory Authorities, of any portion of its water system, including the facilities serving the 
Development and installed pursuant to the terms of this Agreement, Circle City’s obligations under 
this Agreement shall cease (except to any payment which may be then due) conditioned upon the 
transferee assuming, and agreeing to pay Developer, any sums payable to Developer thereafter in 
accordance with my provisions of this Agreement. 

Section VIII: Extension of Circle City’s CC&N 

1. Circle City hereby agrees to file an application with the ACC for the expansion of its CC&N to include 
the Development as well as a request for authority to collect an M-Site Hook-Up Fee under the form 
of tarif€ represented in Exhibit II. 

2. All obligations under this Agreement shall be conditioned upon Circle City gaining authority, free 
from any unreasonable condition, from the ACC to include the Development in Circle City’s 
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certificated service area. Further, Developer covenants and agrees to support Circle City’s application 
to extend its CC&N and for approval of an Of€-Site Hook-Up Fee Tariff, and shall, upon request by 
Circle City and/or its assigns, provide testimony and/or public comment supporting Circle City’s 
application in connection with any proceeding before the ACC. In the event the ACC does not grant 
Circle City’s request for a CC&N extension, Circle City’s and Developer’s obligations under this 
Agreement will terminate, except that Developer will still be responsible to reimburse Circle City for 
its reasonable and verifiable administrative, accounting, legal, engineerin& inspection and other 
similar costs incurred under this Agreement prior to its termination under this provision. 

Section IX: General Conditions 
Each ofthe recitals set forth in Section 1 above are hereby incorporated into this Agreement by this 
reference as if fully set forth herein. This Agreement may not be modified or amended except by a 
writing signed by both part~es. The remedies provided for in this Agreement shall not be deemed either 
Parties’ exclusive remedies but shall be in addition all other remedies available to Circle City at law or 
equity. No waiver by Circle City of any breach by Developer of any provision of th is  Agreement shall 
in any way be construed as a waiver of any future or subsequent breach by Developer or bar the right 
of Circle City to insist on sfricf performance by Developer of the provisions in this Agreement in the 
future. Developer is an independent party and not an agent or employee of Circle City. 

This Agreement shall be binding upon and inure to the benefit of the Parties hereto and their respective 
successors, assigns and representatives; provided, however, that no a s s w e n t  or transfer ofany of the 
obligations, powers, duties or rights created in the obligee or a s s i p  by this Agrement shaU be 
binding upon auy of the Parties to this Agreement until such assignment or lransfer is approved in 
writing by each of the Parties hereto. 

If any suit or other action or proceeding is brought to enforce the terms of this Agreement, the 
prevailing party in such action shall be entitled to recover reasonably attorneys’ fees and costs, such 
amounts as may be established by a court and not a jury. 

This Agreement embodies the entire agreement between the Parties and supersedes all prior and 
contemporaneous oral or written agreements, representations and undersmdings, if any, relating to the 
subject matter hereof which shall hereby be superseded and merged. M documents attached to this 
Agreement shall be read and interpreted as consistent with one another. 

Section headings are for the convenience of reference only and shall in no way affect the interpretation 
of this Agreement. This Agreement is the result of good faith negotiations between the Parties and, 
accordingly, shall not be construed for or against either Party regardless of which Party drafted this 
Agreement or any portion thereof. 

Developer does not intend the benefits of this Agreement to inure to any third party, nor shall this 
Agreement be cons&rued to make or Tender Circle City liable to any creditor, matedman, supplier, tax 
collector, contractor, subcontractor, broker, purchaser or lessee of the hprwements. 

Each Party shall execute and deliver all such documents and perform all such acts as reasonably 
requested by any party from time to time to perform the duties and obligations contemplated by this 
Agreement. 

AI1 annexes, schedules and exhibits attached hereto are hereby incorporated into this Agreement by 
each reference thereto as if fully set forth at each reference. 

Each Party acknowledges and warrants that it is fully authoized and empowered to execute this 
Agreement by and through the individuals executing below. 
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10. Any notices or communication required or permitted to be given to any of the Parties to this 
Agreement must be in writing and shall be effective upon the earlier of (a) the date when received by 
such party, or (b) the date which is three (3) days after mailing, postage prepaid, by certified or 
registered mail, return receipt requested, to the address of such party as indicated below, or (c) by tele- 
facsimile delivered or transmitted to the party to whom such notice is required or directed in 
accordance with that information first set forth above. Any such notices to be personally delivered 
may be delivered to the principal offices or location of the other party to whom such notice is directed. 
Any such notice shall be deemed to have been given (whether actually received or not) on the day it is 
personally delivered as aforesaid. Any party to this Agreement may change its address or delivery 
location by p i n g  notice to the other party pursuant to this section. 

1 1. Time is of the essence with regard to each provision of this Agreement as to which t h e  is a factor. If 
this Agreement provides that any time period expires or date for performance specified in this 
Agreement falls on a non-business day (i.e. Sahulday, Sunday or legal holiday recognized by the State 
of Arizona), such time period or performance deadline shall be extended to the next business day. 

12. This Agreement has been prepared, is being executed and delivered, and is &ended to be performed in 
the State of Arizona. The substantive laws of the State of Arizona and the applicable federal laws of 
the United States of America shall govern the validity, constxuction, enforcement and interpretation of 
this Agreement and all documents related hereto without regard to conflict of the law rules. 

13. The Parlies hereto agree to do all such things and take all such action, and to make, execute and deliver 
such documents and instruments, as shall be reasonably requested to carry out the provisions, intent 
and purpose of this Agreement. 

14. This Agreement may be executed in multiple counterpar@ each of whicb, when so executed shall be 
deemed an original but all such counterparts shall constitute but one and the same Agreement. 

16. Developer acknowledges that the on-site and certain ofT-site water infrastructure facilies are 
being installed for the purpose of providing domestic water service to the Development, wbich is 
further described in Exhibit 1 Under certain operating conditions, the facilities may provide 
limited fire protection service to appropriate fire protection agencies contracting witb the Circle 
City for such service However, it is espressly understood by the Circle C i  and the Developer 
that Circle City will provide a minimum delivery pressure of 20 pound per square inch at tbe 
customer’s meter or point of Miery in aeeordanee with A.A.C. Rl4-247.X, but that Circle 
City dots not gnaranfee or enwre uninterrupted or regplar fire proteefson ~rervicc. Developer 
further acknowledges that Circle C i  does not represent or warrant that the domestic water 
utility service provided by Circle City meets MY rules, regulations or other standards for fire 
protection imposed by any governmental entity; nor does Circle City accept or assume any 
obligation of Developer, whether express or implied, pertaining to the property described in 
Exhibit I inchding, d b o n t  W i o n ,  assutanceb of water for fire proteetion purposes, except 
as espressly set fortb in this Agmement 

17. Developer, if actually dehed to represent more than a single individual, shall be jointly and severally 
liable for all duties and obligations under this Agreement. 
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Section X: Acceptance 

IN WITNESS HEREOF, the Parties do hereby agree to the foregoing covenants, terms 
and conditions of the Agreement dated as first set forth above. 

LAKE PLEASANT 5000, L.L.C., an Arizona limited liability company 

By: Harvard 5K, L.L.C, an Arizona limited liability company 
Its: Manager 
By: !%jarvard Investments, Inc., a Nppda corporation 

For: 
By: 
Its: 

Circle City Water Co. L.L.C. 
Robert T. Hardcastle 
Managing Member 



Section X: AcceDtance 
IN WITNESS HEREOF, the Parties do hereby agree to the foregoing covenants, terms 

and conditions of the Agreement dated as first set forth above. 

LAKE PLEASANT 5000, L.L.C., an Arizona limited liability company 

By: Harvard 5K, L.L.C, an Arizona limited liability company 
Its: Manager 
By: Harvard hvments ,  hc., a Nevada corporation 
Its: Manager 

By: 
Its: 

For: 
By: 
Its: 

Circle City Water Co. L.L.C. 
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Legal D e s m  ' rioq: 

Exhibit I 

Vicinity Map and Legal Description 
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Parcel 1: 
Tht Saulheast Qplatet of Section 28, Townsi@~ 6 North, Range 3 West of the Gila and Salt 
River Bast amt Meridian, Maricopa Couuty, Arizona; EXCBPT tbe North 210.00 feet of the 
South 2Q90.00 feet of the West 210.00 feet of the East 910.00 feet. 

Parcer 2 
The North 210.00 feet of the South 2090.00 feet of the West 210.00 feet of the East 910.00 
feet of the sontheast guvtu of Section 28, TopDnship 6 Nod,  Range 3 West of rhe Gila and 
Salt River Base and Meridian, Marimpa County, Arizona 



PROPOSED OFF-SITE HOOK-UP FEE TARIFF 
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TARIFF SCHEDULE 

UTILITY: CIRCLE CITY WATER COMPANY SHEETNO. 1 

DOCKETNO. W- 
DECISION NO. L -9 2005) 

EFFECTIVE DATE: 

OFF-SITE HOOK-UP FEE 

I. Purpose and Applicability. 

The purpose of the off-site hook-up fees payable to Circle City Water Company (“the 
Company”) pursuant to this tariff is to equitably apportion the costs of constructing additional 
off-site facilities to provide water production, delivery, storage and pressure among all new 
service connections. These charges are applicable to all. new service connections established 
after the effective date of this tariff. The charges are one-time charges and are payable as a 
condition to Company’s establishment of service, as more particularly provided below. 

11. Definitions. 

Unless the context otherwise requires, the definitions set forth in R-14-2-401 of the Arizona 
Corporation Commission’s (“Commissiony’) rules and regulations governing water utilities shall 
apply in interpreting this tariff schedule. 

“Applicant” means any party entering into an agreement with Company for the installation of 
water facilities to serve new service connections, and may include Developers and/or Builders of 
new residential subdivisions. 

“Company” means Circle City Water Company, LLC, an Arizona limited liability company. 

“Main Extension Agreement” means any agreement whereby an Applicant, Developer and/or 
Builder agrees to advance the costs of the installation of water facilities to the Company to serve 
new service connections, or install water facilities to serve new service connections and transfer 
ownership of such water facilities to the Company, which agreement shall require the approval 
of the Commission pursuant to A.A.C. R14-2-406, and shall have the same meaning as “Water 
Facilities Agreement” or “Line Extension Agreement.” 

“Off-Site Facilities” means wells, storage tanks and related appurtenances necessary for proper 
operation, including engineering and design costs. Off-Site facilities may also include booster 
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper 
operation, if these facilities are not for the exclusive use of the applicant and will benefit the 
entire water system. 
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“Service Connection” means and includes all service connections for single-family residential or 
other uses, regardless of meter size. 

111. Off-Site Hook-Ur, Fee. 

For each new service connection, the Company shall collect an off-site hook-up fee derived from 
the following table: 

IV. Terms and Conditions. 

(A) Assessment of One Time Off-Site Hook-Up Fee: The off-site hook-up fee may be 
assessed only once per parcel, service connection, or lot within a subdivision (similar to meter 
and service line installation charge). 

(B) Use of Off-Site Hook-Up Fees: Off-site hook-up fees may only be used to pay for capital 
items of off-site facilities, or for repayment of loans obtained for installation of off-site facilities. 
Off-site hook-up fees shall not be used for repairs, maintenance, or operational purposes. 

(C) Time of Payment: 

- a. For those requiring a Main Extension Agreement - 

In the event that the person or entity that will be constructing improvements 
(“Applicant”, “Developer” or “Builder”) is otherwise required to enter into a Main 
Extension Agreement, whereby the Applicant, Developer or Builder agrees to 
advance the costs of installing mains, valves, fittings, hydrants and other on-site 
improvements in order to extend service in accordance with R-14-2-406 (B), payment 
of the fees required hereunder shall be made by the Applicant, Developer or Builder 
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no later than within 15 calendar days after receipt of notification from the Company 
that the Utilities Division of the Arizona Corporation Commission has approved the 
Main Extension Agreement in accordance with R14-2-406m). 

- b. For those connecting to an existing main that was installed pursuant to a Main 
Extension Agreement that was approved by the Arizona Corporation Commission - 

In the event that the Applicant, Developer or Builder for service is not required to 
enter into a Main Extension Agreement, the charges hereunder shall be due and 
payable at the time the meter and service line installation fee is due and payable. 

(D) Off-Site Facilities Construction BY Developer: Company and Applicant, Developer 
or Builder may agree to construction of off-site facilities necessary to serve a particular 
development by Applicant, Developer or Builder, which facilities are then conveyed to 
Company. In that event, Company shall credit the total cost of such off-site facilities as an off- 
set to off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities 
constructed by Applicant, Developer or Builder and conveyed to Company is less than the 
applicable off-site hook-up fees under this Tariff, Applicant, Developer or Builder shall pay the 
remaining amount of off-site hook-up fees owed hereunder. If the total cost of the off-site 
facilities constructed by Applicant, Developer or Builder and conveyed to Company is more than 
the applicable off-site hook-up fees under this Tariff, Applicant, Developer or Builder shall not 
be entitled to any refunds. 

(E) Failure to Pav Charges: Delinauent Payments: The Company will not be obligated to 
provide water service to any Developer or , Builder or other applicant for service in the event 
that the Developer, Builder or other applicant for service has not paid in full all charges 
hereunder. Under no circumstances will the Company set a meter or otherwise allow service to 
be established if the entire amount of any payment has not been paid. 

(F) Larae Subdivision Projects: In the event that the Developer or Builder is engaged in the 
development of a residential subdivision containing more than 150 lots, the Company may, in its 
discretion, agree to payment of off-site hook-up fees in installments. Such installments may be 
based on the residential subdivision development’s phasing, and should attempt to equitably 
apportion the payment of charges hereunder based on the Developer’s or Builder’s construction 
schedule and water service requirements. 

(G) Off-Site Hook-Up Fees Non-refundable: The amounts collected by the Company 
pursuant to this Off-Site Hook-Up Fee Tariff shall be non-refundable contributions in aid of 
construction. 
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(H) Use of Off-Site Hook-Up Fees Received: All funds collected by the Company as off-site 
hook-up fees shall be deposited into a separate interest bearing trust account and used solely for 
the purposes of paying for the costs of off-site facilities, including repayment of loans obtained 
for the installation of off-site facilities that will benefit the entire water system. 

(I) Off-Site Hook-Up Fee in Addition to On-Site Facilities: The off-site hook-up fee shall be 
in addition to any costs associated with the construction of on-site facilities under a Main 
Extension Agreement. 

(J) Disposition of Excess Funds: After all necessary and desirable off-site facilities are 
constructed utilizing funds collected pursuant to the off-site hook-up fees, or if the off-site hook- 
up fee has been terminated by order of the Arizona Corporation Commission, any funds 
remaining in the trust shall be refunded. The manner of the refund shall be determined by the 
Commission at the time a refund becomes necessary. 

(K) Fire Flow Requirements: In the event the applicant for service has fire flow requirements 
that require additional facilities beyond those facilities whose costs were included in the off-site 
hook-up fee, and which are contemplated to be constructed using the proceeds of the off-site 
hook-up fee, the Company may require the applicant to install such additional facilities as are 
required to meet those additional fire flow requirements, as a non-refundable contribution, in 
addition to the off-site hook-up fee. 

Effective Date: 

Approved for Filing in Compliance with 
Decision No. 

PHX/JSHAPIR0/1629083.1 l20496.003 
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Abbreviations 

ac 
ADEQ 
ADWR 
A W A  
DU 
EDU 
gal 
gPcPd 
gPd 
gpm 
LF 
MAG 
MDR 
MF 
MG 
MGD 
n 
psi 

Acres 
Arizona Department of Environmental Quality 
Arizona Department of Water Resources 
American Water Works Association 
Dwelling Units 
Equivalent Dwelling Units 
Gallons 
Gallons Per Capita Per Day 
Gallons Per Day 
Gallons Per Minute 
Linear Feet 
Maricopa Association of Governments 
Medium Density Residential (single family housing) 
Multiple Family 
Million Gallons 
Million Gallons Per Day 
Manning's Roughness 
Pounds Per Square Inch 
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I .o Introduction 

1 .I General Description 
The proposed Lake Pleasant 5,000 development covers approximately 4,882 acres 
within Maricopa County. The proposed development is located within the City of 
Surprise General Plan area, and is anticipated to consist of approximately 10,000 
residential dwelling units and 300 acres of commercial development. The general site 
location can be seen in Figure 1 Lake Pleasant 5,000 Vicinity Map. 

Figure 1 Lake Pleasant 5,000 Vicinity Map 

1.2 Project Location 
The Lake Pleasant 5,000 development includes sections 5, 6, 7, 8, 9, 17 and 18 as well 
as a majority portion of Section 4 in Township 6 North, Range 2 West of the Gila and 
Salt River Base and Meridian, Maricopa County, Arizona. The site is located north of SR 
74, south of the Maricopa County line, and east of the 21 lth Ave alignment. 

I .3 Topographic Conditions 
The Lake Pleasant 5000 development consists of undeveloped desert land. The 
northern and northeast portions of the site are dominated by mountainous terrain, while 
the eastern third of the site is fairly flat sloping from north to south at approximately a 3% 
grade. 

JN: 45-101888 1 
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I .4 Scope of Study 
The purpose of this study is to provide a conceptual discussion of the water 
infrastructure necessary to serve the proposed Lake Pleasant 5,000 development. This 
study will discuss the potable water facilities required to serve the project. Storage, 
supply, and demands associated with the proposed development will be addressed. It is 
important to note, that the onsite distribution lines are not addressed within this study. 

2.0 Distribution System 

2.1 Pressure Zone Description 
The proposed Lake Pleasant 5,000 development is anticipated to consist of five 
pressure zones. The pressure zone boundaries will be set at approximately 120-feet 
intervals. The anticipated pressure zones for the site are outlined in Table 1 Lake 
Pleasant 5,000 Pressure Zones. An exhibit showing the pressure zone boundaries is 
included in Appendix A Pressure Zone Map. 

Table I Lake Pleasant 5,000 Pressure Zones 

3.0 Projected System Demands 

3.1 Genera I 
The Lake Pleasant 5,000 development is anticipated to consist of 10,000 dwelling units. 
The average day demands for the site were determined based on the projected number 
of residential dwelling units and the projected amount of commercial acreage. The 
projected population for the residential area was calculated by multiplying the number of 
dwelling units, by a population density of 3.2 people per dwelling unit (ppdu). The water 
demand for the site was calculated by multiplying the projected population by the new 
residential demand factors from the Arizona Department of Water Resources (ADWR) 
Third Management Plan for the Phoenix Active Management Area (AMA). These factors 
consist of an interior water demand of 57 gpcd and an exterior water demand of 178 
gallons per dwelling unit. In order to maintain these demand factors, it was assumed 
that the residential turf areas would be limited to 900 ft2, as defined by ADWRs Third 
Management Plan, and that other conservation measures identified in the Third 
Management Plan would be followed. A commercial demand of 2,000 gallons per acre 
was also used in these calculations. The demand factors used for this project are 
summarized in Table 2 Water Demand Factors. 

JN: 45-101888 2 
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Table 2 Water Demand Factors 

Peaking factors for the maximum day and peak hour demands were estimated for the 
proposed Lake Pleasant 5,000 development. A maximum day peaking factor of 1.8 
times the average day demand was assumed. While a peak hour peaking factor of 3.0 
times the average day demand was assumed. The projected average day, maximum 
day, and peak hour demands are shown in Table 3 Lake Pleasant 5,000 Water 
Demands. 

Table 3 Lake Pleasant 5,000 Water Demands 

It is important to note that water demands for the irrigation of the proposed golf courses 
have not been included within these calculations. The golf courses are planned to be 
irrigated through reclaimed water. Additionally, changes to the number of dwelling units, 
projected land uses, and varying individual water usage patterns could result in either an 
increase or decrease in actual water demand. 

3.2 Fire Flow Demand 
The proposed Lake Pleasant 5,000 water system will be capable of providing sufficient 
fire flow throughout the development. The required fire flow will depend on the land use 
in each area, but is anticipated to range from a minimum of 1,000 gpm within the 
residential areas up to 3,000 gpm within the commercial areas. 

4.0 Water Storage 
The volume of water storage to be included within the site has been calculated to 
provide a reliable water system. Sufficient water storage is projected to be stored on site 
in order to meet the maximum day water demand. The water storage volume projected 
for the proposed Lake Pleasant 5,000 development is a total of 7.6 million gallons. It is 
anticipated that this storage would be provided through two 2.30 million gallon tanks and 
two 1.50 million gallon tanks. The location of the water storage reservoirs throughout 
the site will be determined at a future time. 

Additionally, qne 500,000 gallon storage tank is anticipated to be constructed at the well 
field. This tank will be used to help reduce cycling of the well pumps and to provide 
temporary storage before boosting the water to the site. 

JN: 45-101888 3 
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4.1 Booster Pump Capacity 
The onsite booster pump capacity has been calculated for the proposed Lake Pleasant 
5,000 development. Sufficient booster pumping capacity will be provided in order to 
meet the peak hour water system demands, while maintaining one backup booster 
pump. A peak hour demand of 8,758 gpm has been calculated for the development as 
described in Section 3.0, Projected System Demands. It is anticipated, that 10,350 gpm 
of booster capacity will be provided for the onsite water distribution system. Due to the 
amount of elevation change throughout the site, it may be possible to reduce the amount 
of booster pump capacity by supplying a portion of the site through gravity. 

In addition to the booster pump capacity for the on site distribution system, it will also be 
necessary to construct a booster pump station to bring the water supply from the Central 
Arizona Project canal (CAP) to the Circle City Water Company, and another booster 
station to bring the water supply from the Circle City Water Company to the project site. 
It is anticipated that each of these stations will be capable of meeting the maximum day 
demand of 5,255 gpm, while maintaining one backup booster pump. Each of these 
booster stations is projected to have a capacity of 6,650 gpm. A greater discussion of 
the water supply for the project is provided in Section 5.0, Water Supply. 

5.0 Water Supply 
The water supply for the proposed Lake Pleasant 5,000 development is anticipated to 
come from a combination of groundwater wells and (CAP) surface water supply. It is 
anticipated that sufficient groundwater wells will be provided to meet the average day 
demand of 2,919 gpm. In addition, surface water supplies will be provided to meet the 
total maximum day demand of 5,255 gpm. The groundwater wells will serve as a back 
up supply for the development. 

The Circle City Water Company service area will be expanded to include a well field. 
This well field is anticipated to be located in a portion of Section 28 of Township 6 North, 
Range 3 West. The groundwater wells to supply this project are anticipated to be 
located within the proposed well field as well as the existing Circle City Water Company 
service area. Assuming that each well will produce 320 gpm, 11 wells will be required to 
meet the average day demand of the project, while maintaining one backup well. The 
actual number of groundwater wells will depend on the production capacity of each well. 

It will be necessary to construct booster stations and transmission mains in order to 
convey the water from the CAP to the Circle City Water Company service area, and from 
the Circle City Water Company to the project site. Two 24-inch transmission mains are 
anticipated to be required. Details on these transmission mains are summarized in 
Table 4 Transmission Main Details. An exhibit showing the location of the Circle City 
Water Company, the proposed well field, conceptual alignments of the proposed 
transmission mains, and project site is provided in Appendix B Proposed Transmission 
Mains. 
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Januarv 4. 2005 

Table 4 Transmission Main Details 

6.0 Opinion of Probable Costs 
An engineer's opinion of probable costs has been developed for this project. These 
costs are based on the engineer's experience with the construction industry, and should 
be used for planning purposes only. The costs have been developed for the wells, 
tanks, transmission lines, and booster stations, the onsite distribution lines have not 
been included as part of this analysis. 
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Opinion of Probable Cost for Pipes, Wells, Tanks & Booster Station 

'Since ENGINEER has no control over the cost of labor, materials. equipment or services furnished by others or over the Contractor(s)' method 
of determining prices, or over the competitive bidding or market conditions, Its opinions of probable Project Cost and Construction Cost 
provided herein are to be made on the basis of its experience and qualifications and represents its best judgment as an experlenced and 
qualified professional engineer, familiar with the consttuctlon industry; but ENGINEER cannot and does not guarantee that proposals, bids or 
actual Project or Construction Cost will not vary from its opinion of probable cost. If prior to the Bidding or Negotiating Phase, OWNER wishes 
greater assurance as to Project Cost, it shall employ an independent cost estimator. 

*Price exludes engineering, right-of-way acquisition, legal, or other non-wnstruction related costs 
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Appendices 

Appendix A Pressure Zone Map 

Appendix B Proposed Transmission Mains 
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Appendix A Pressure Zone Map 

JN: 45-101888 



Lake Pleasant 5,000 
Pressure Zone Boundaries 

Project site 

Pressure Zones 

1 4  
5 



Lake Pleasant 5,000 
Water Master Plan 

Januarv 4. 2005 

Appendix B Proposed Transmission Mains 
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Appendix 1 

On August 20, 1996 President Clinton signed into law the Small Business Job Protection Act 
(H.R 344) which contained a provision that repealed a portion of the Tax Reform Act of 1986 (“TRA-86”) 
which states that the “gross income of a corporation shall not include any contribution to the capital of the 
taxpayer”. After January 1, 1987, Internal Revenue Code section 118 treated contributions in aid of 
construction (“CIAC”) as taxable income of electric, gas, water and mer utility companies. The effect of 
such provision eliminates the ”gross up” of CIAC’s which, heretdore, were to be collected in 
reimbursement of a utility companies taxes payable from the CIAC. Section 1613 (a) of H.R 3448 returns 
the IRC Section 118 to its pre-”W-86 form regarding a utility companies CIAC taxable obligations. In 
order to satisfy this condition, H.R. 3448 requires certain Criteria must be met by utility companies. Circle 
City Water Company L.L.C. anticipates being able to satisfy the applicable criteria. ER 3448 IS 
RETROACTIVE TO JUNE 12.1996 FOR ALL CIAC’S. 

H.R 3448 required the IRS to develop specific regulations regarding this matkr which were 
expected to be drafted during 1997. Additionally, the b n a  Corporation Commission has not, as of the 
date first set forth above, yet addressed the affect of H.R 3448 by drafting new regulations which are 
expected to follow the IRS regulations. 

Absent regulatory direction to the contrary, Circle City Water Company, L.L.C. does not expect to 
collect customer “gross up taxes” afkr June 12,1996. This policy is subject to final IRS regulations and 
Arizona statute revisions. 
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Water Facilities Agreement 
This Water Facilities Agreement (“Ag~ment”) entered into 

and between Circle City Water Company, LLC (“Circle City”) with 
3101 State Rd., Bakersfield California 93308 and Harvard 
principal mailing address at 17700 N. Pacesetter Way Scottsdale, Arizona 85255 @ereafter CoUectiVeiy 
referred to as the “parties”). The parties contemplate the heloper’s Coastruction of on-site and off-site 
water utility plant necessary to provide domesric service, as Mer descrii  herein, for Developer’s 
project, Lake Pleasant 5OOO (“Development”), which development is more rully described by Exbibit I 
attached hereto. 

Section I: Recitals 
1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

WHEREAS, Circle City is a proply organized Arizona corparation in good standing; and, 

WHEREAS, Circle City is public b e  corporation within the meaning of Article XV a 
A r i u r o a ~ t u t i ~ a n 4  

WHEREAS, Circle City operates a water utility system subject a Certificate of Convenience and 
Necessity C‘CCiW’) by the AI~ZOM Corporarion Commission (“ACC“), and also subject to the 
various joint and several jurisdictions of Arizona of Environmental Quality 
C‘ADEQ”), Arizona Departman of Water Resources (“ADWR”) and other regulatov authorities, 
n o t e ~ d e s c r i b e d b y t h i s s e c t i o n , w h i c h ~ h a v e ~ ~ ~ o v e r ~ a s p e c t s o f t h e  
operations ofcircle City; and, 

WHEREAS, Developer is a pxivate pmy that has requested, pursuant to its Request for Service 
le&z dated September 30,2004, that Circle City provide potable domestic water Service to the 
Development, which is outside of its present C W .  Wastewater utility &ce will be provided 
to the Development by a muni@pality orprivate utilily provider and Developer is in the process of 
obtainingnecessaryapprov~and~forsuchservice;and, 

WHEREAS, Circle City has accepted Developer’s request to provide potable domestic water 
&ce to the Development subject to obtaining ACC approval to e x t d  its CC&N to include the 
Development and, 

WHEREAS, Circle City is willing to me an application with the ACC fequesting an extension of 
its CcBi;Nto includefheDevelopment, macmrdancewithsectioa VIIS of this Agreement; and 

WHEREAS, C i i e  City does not presently operate a water distribution system able to serve 
potable domestic water to the Development without contempladion oftbis Agremnent; and 

WHEREAS. Developer is willing to cons&& tkilities, both 011-Site distn’butin and &-site water 
hhwtmdme utility facilities necessary for Circle City to serve the Development; and 

WHEREAS, ccmcurrently with the filing to extend its C W ,  Circle City also intends to seek 
auth&ty from the ACC to oollect an off-Site Hook-Up Fee to fmd co-on of off-site 
MiWmdme including we& storage tanks, booster pumps, pressure tanks, transmission mains 
and/or related neoessary for proper OpeFation, including engineering and design 
costs; and 

WHEREAS, if the ACC approves the proposed M-Site Hook-Up Fee Tarif€ in a form materially 
similar to that proposed by Circle City and attached hereto as Exhibit II, Circle City agrees to 
treat Developer’s construction ofoff-site facilities collsistent with tbat tariff 
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NOW. THEREFORE BE IT RESOLVED the Parties to this Agreement do hereby agree as 
follows: 

Section 11:, Construction Of On-Site And Off-Site Facilities, Treatment 
of Costs, Pavment of Administrative Costs 

1. Developer will consbucf, or cause to be constructed, on-site distribution facilities sufficient to fully 
satisfy Developer's requkments for water utility seMe to the Development by Circle City as further 
descn'bed by this Agreement. 

2. Developer will also constmt, or cause to be constructed, water infirashucture facilities, including 
wells, storage tanks, booster pumps, pressure tanks, transmission mains and/or related appurtenances 
sui%cht to Wly satisfy Developer's requirements for water utility service to the Deveiopment by 
Circle City as fiuther described by this Agreement. The off-site water i n fhs tmw facilities 
necessary for Circle City to extend water utility d c e  to the Development are descrii  in the Water 
Master Plan for Lake Pleasant 5,000 attached hereto as Exhibit llI and incorporated herein by this 
reference. 

3. Developer shall determine the financing and timing for construction of the on-site and &-site 
facilities. The cost of the off-site fkilities will constitute a credit against any amounts Developer 
would be obligated to pay under an offsite Hook-Up Fee Tariff (Exhibit n), if such charge is 
authonied by the ACC following application made by Circle City as requested by Developer. The 
estimated cost of the on-site distribution facilities described in Esbibit m is Twenty-Four Milliq 
Two Hundred and Si* Thousad Dollars ($24,260,000) and shall hereina;fter be r e f e r r e d  to as the 
"estimated advance." The estimated oost of the *-site ikcilities described in Esbibit m is Thirty 
Millioo, Seven Hundred and Forty Five Thousand, Niie~y-Two Dollars ($30,745,092) and shall 
he&nafk be referred to as the "estimated off-site hoak-up fee credit." To the extent the off-site 
facilities costs exceed the estimated &-site hook up fee credit, or, if the ACC does not approve the 
off-Site Hook-Up Fee TaMin a form materiatly similar to that attached as Exhibit II, Developer will 
be redpansiMe to Snance the costs of any of€& facilities neomary for Circle City to furoish water 
&lily sewice to the Development and any such amounts will be treated as non-xdmdable 
cont&utions in aid ofconstmcficm. 

4. Developer agffes that the size, design, type and quality of materials used to construct the on-site 
distriburion faciLties and &4te water infiasbiucture faciiities (collectively, the on-site and &-site 
Wties are r e f i i  to at times herein as the ''Improvements") , as well as the location of those 
W e s  upon and uader the gmnd, shall be approved by Circle City prior to the commencement of 
constmction and that W facilities shall be designed and constructed in accordance with all 
applicabe skmdds of Circie City, AD3Q ACC and any dher govenund agencies exercising 
j u r i s d i c t i o n o v e r t b e ~ ~ ~ ~ ~ ~ a f w a ~ u t i l i t i e s s y s t e m s .  Thetotalcost estimatesforthe 
Improvemenes are more My descrikd in Erhfbit IV, All plans and speciIications shall be submitted 
to Circle C i  prior to submission for appnnral by any regulatory agencies and Circle C i  shall have 
thirty (30) days within which to revise or approve the plans. If Circle City does not provide comments 
within that thirtyday period, the plans and specifications will be deemed approved by Circle City. 
Circle City sball have the right to cerfain configrnations that meet prudent utility practice and 
general hmtStry practice, to participate m design review and design verification activities, pre- and 
postConstruCtl 'on inspection requirements, Oommissioning requirements, test and trials (design 
validation), and to pmcribe certain equipment mer other equipment, provided, however, Circle City 
cannot require changes to the conQuration, design or equipment atzer appnnrat of the plans and 
specifications. 

5. In addition to the estimated advance and estimated off-site hook-up fee credit, Developer shaU 
additionany pay to Circle City an amount suf€icient to pay for reasonable administrative costs, 
including accounting, engineering and inspection services in connection with the mnstndon of the 

2 



6 

7. 

1. 

on-site and off-site facilities, and verifiable legal expenses for the preption of this Agreement, 
request for e.\-pansion of its CC&N and approval of an off-site hook-up fee. Circle City shall, upon 
request, provide proof of such costs to Developer prior to reimbursement by Developer of any such 
costs incurred by Circle City. Developer SM also reimbme Circle City for its reasonable Pecuniary 
costs incurred in the management, supervision and inspection of Improvememts. 

All funds payable pursuant to this Agreement, including any adjustments thereto, shall be paid by 
Developer to Circle City in the form uf certSed cashiers check or personal check or other means 
agreed by the parties, the validity of which shall be determined only after satisfaction of same by the 
financial institution upon which it is drawn. 

for any reason, any balance remaios unpaid by Developer, Circle City shall be paid by Developer 
prior to Circle City’s acceptance of transfer of the on-site and off-site facilities, DEVELOPER 

Section 111: Conditions of Facilities Construction 
The acceptance by Circle City of any conveyance of the Improvements to be constructed by 
Jhelojm, as referenced in Exbibit III and Exhibit IV mpectively, are further conditioned upon 
Developer’s acceptance of each of the following coltditioas: 

a) That Developer connect at least one (1) water Service connection to the properly described in 
Exbibit I, except as may otherwise be expressly provided by this Ag~ement. 

b) That prior to the commencement of construction of any Impmvements, all permits, approvals, 
licenses and easemem required in CdnnediOn with any on-site andlor off4te facilities shall 
be obtained, reconied, traosferrgd or otherwise developed by Developer retaining the right to 
ultimately transfer all such permits, appmvals, licenses and easements in to Circle City so as 
to completely satis@ all authorities havingjurisdiction over regulation or approval of any on- 
site and/or &-site f8cilities. 

c) That all easements and rigbts-of-way shall be free of obsiacles which may interfere with 
constmaion or &sequent operation of any improvements contemplated by tbis Agreement, 
as exclusively determined by Circle City. If facilities require road, pavement and/or concrete 
construction, all such development shall be amtmc&d at grade elevations. No pavement or 
curbs shall be installed prior to ~ n l p l ~ o l l  ofany Improvements m n w M e d  by this 
Agreement or atherwise approved in advance of c- by Circle City. If any streets, 
roads, alleys, or drainage ways are not coastrudedin accmhce with this section, Developer 
shall: bear all costs ofeverytypeanddescrifion, on anon-refmiabIebasis, thatare meumd 
by Develaper OT Circle City to relocate facilities as a fesuft of said facilities not being 
constructedinacc~rdancewiththissection 

d) That no enginewing changes be made, caused, required or incurred by Developer in 
connection with any utility collsttucton standards, any re%atory authority or any State or 
County heatth -t, or any other plblic agency under whose jurisdiction the 
construction ofthe fkcilities contemplated under this Agreement may be deemed appqniate, 
without the advance written approval of Circle c i ,  which approval shall not be unreasonably 
withheld 
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1. 

2. 

3. 

1. 

1. 

2. 

e) That Developer comply with any additional tenns and conditions as may be set forth in other 
sections of this Agreement. which may be attached hereto and incorporated by reference for 
all putposes. 

Section IV: Service, Circle Citv Liabilitv Limitations 

Notwithstanding any rdaence to fire protection facilities contained in this Agreement, the 
Improvements are being constn~cted by Developer and will be transferred to Circle City for the 
purpose of providing domestic water service to the Development. However, under certain opemting 
conditions as exclusively determined by Circle City, the Improvements may be wed, with the prior 
Written a p p r d  of C i l e  City, to provide limited emergency fire protection service to an official fire 
protection agency which has previmfy wntracted with Circle City for such service. 

It is understood by Developer, as evidenced by the execution of this Agreement, that Circle City does 
not have the responsibility to provide, and shall not construct under this Agreement, fkcilities capable 
of providing any fire flow to the Improvements. Therefore, it is expressly agreed and understood by 
Developer that CIRCLE C ITY DOES NOT GUARANTEE OR ENSURE UNINTERRUPTED 
OR REGULAR WATER SERVICE: NOR DOES CIRCLE CITY REPRESENT THE 

v LUME FLOW FROM TEE 
i S  SYS 
1 ACRE MENT.INCL TATI N EC ON PARAGRA H16. 

It is agreed tbat in the event that service from a fire hydrant, or an interior fire sprinkler system which 
is used for non-fire protection pmposes, is intenupted or is irregular or defective or filils from causes 
beyond Circle City's control, or through the negligeax or alleged negligence of its employees, 
services, agents or other representatives, Circle City shall not be liable for any injuries or damages 
aniShg therefrom. Further, Cifcle City shall have neither the responsibility nor the liability for any use 
or disposition of& hydrant or fire protection water, even if such use or disposition is attributable, or 
is alleged to be athibutable to the negligence of Circle City's employees, agents, servants, or other 
representatives. Developer, or any other person or entity which sucoeeds to Devebpen interest, 
REGARDLESS OF WHETHER SUCH PERSON OR ENTITY HAS KNOWLEDGE OR NOTICE 
OF TMESE TERMS, shall make M) claim against Circle City for any such loss or damage resulting 
from services provided under this Agreement or the applicable service tarB. Circle City shall be 
entitled to recover its reasonable attorney's fees should Developer fail to properly comply with this 
provision. 

Section V Rates and Tariffs 
It is understood and agreed by Developer, as evidenced by its execution of this Agrement, that all 
charges fbr domestic water services to the Development shall, at all times, be at then applicable tariffs 
of Circle City as established by the ACC, including an OJT-Site Hook-Up Fee Tarif€ if approved by the 
ACC, which approvat will be mght by Circle City concurrent with its request to extend its C M  to 
include the Development. Circle City's tariffs am subject to change from time to time upon 
application by Circle City and as approved by the Commission. 

Section VI: Permits and Licenses, Easements, Title 

Circle City and Deweloper agree to obtain all and licenses from all authorities having 
jurisdiction which may be reqvited for the COnStroction of any of the Lmprovements neoessary for 
Circle City to provide water utility service to the Development. 

Prior to the oommetlcement of constnrction any Improvements, Developer shall, if applicable, obtain 
from the owners of any property upon which on-site and/or offsite facilities are to be constructed, a 
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perpetual private water utility easement for construction, operation and maintenance of the 
Improvements on the behalf of, and in the name of. Circle City and in a form acceptable to Circle City. 

3. All materials, facilities constructed, and water supply equipment provided in connection with 
construction of any Impmvements under this Agreement and the completed facilities as installed shall 
be t ransf ie by bill of sale andor any othe!r necessary conveyance document to Circle City, and 
thereafter shall become the sole and exclusive property of Circle City, and tidl legal and equitable title 
fhereto shall be completely and fully vested in Circle City, free and clear of any liens. Developer 
agrees to execute or caused to be executed promptly all such documents as Circle City or its 
representatiVa may request to evidence good and merchantable title to said Improvements free and 
clear of all liens. 

Section VII: Advance Amount, Refund, Transfer 
1. As described by this Agreement, alf advances for on-site distribution fscilities shall be made by 

Developer as specified heminder. If the actual costs of on-site distribution facilities are revised, in 
accordanoe with this Agreemer4 the addi t id  advance shall be appliedthen%o and/or adjusted by the 
sameamount. 

2. All costs of on-site distribution fkdities advanced hereunder and applicable administrative, legal, 
accountin& engineering, inspection and other pecrmiary costs for supervision and management shall be 
refunded in accordance with A.A.C. $ R14-2-406@) - 10?! of all revenue generated by customers 
within the Development each year for 20 years beginning with the commencemencement of water utility 
servicewithintheDevelopment. Undernockmsmce shall Developer be entitled to, or receive, any 
amount in excess of the actual costs of on-site distribution facilities and applicable administrzltive, 
legal and engineehg costs, nor shall Developer receive any refund form Circle City of any amounts 
paid for off-site fhcilities, whether such amounts are paid pursuant to an ACC-approved OB-Site 
Hook-Up Fee tariffor othenvise. 

3. Subject to Appendix 1, attached hereto, the costs to be paid by Developer hereunder for any 
Improvements do not include any amount necessary for the payment ofstate or federal income taxes in 
camecrion therewith, which amouILts shall be the responsibiWy of Developer should such income tax 
liabilities be imposed on Circle City at a later date as a result ofthe payment of any amounts and/or the 
conveyance of any facilities by Developer to Circle C i  under the Agreement. 

4. Developer u&r&m&, acknowledges and agrees, as evidenced by its execution of this Agreement, 
tbat it is solely responsible to notiij Circle City of any change of address used in connection with any 
provision lmemsk. AU changes of address of Developer should be fmarded in writing to Circle 
City’s offices as ht set forth above. 

5. In the event of the sale, mnveyane or trander by Circle City, pursuant to the approval of the 
Regulatory Authorities, of any portion of its water system, including the facilities serving the 
Development and installed pursuant to the terms of this Agreement, Circle City’s obligations under 
this Agreement shall cease (except to any payment which may be then due) conditioned upon the 
transferee assumin& and agreehg to pay Developer, any sums payable to Developer thereafter in 
accordance with any provisions afthis Agreement. 

Section VIII: Extension of Circle Citv’s CC&N 

1. Circle City hereby agrees to file an application with the ACC for the expansion of its CC&N to include 
the Development as well as a q u e s t  for authority to collect an off-Site Hook-Up Fee under the form 
of ta rS  represented in Exhibit II. 

2. All obligations under this Agreement shail be conditioned upon Circle City gaining authority, free 
from any unreasonable condition, fiom the ACC to include the Development in Circle City’s 
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1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

certificated senice area. Further, Developer covenants and agrees to support Circle City’s application 
to extend its CC&N and for approval of an off-Site Hook-Up Fee T M ,  and shall, upon request by 
Circle City andor its assips, provide testimony and/or public comment supporting Circle City’s 
application in connection with any proceeding before the ACC. In the event the ACC does not grant 
Circle City’s request for a CC&N extension, Circle City’s and Developer’s ObIigations unda this 
Agreement will termhate, ex- tbat Developer will still be responsiile to reimburse Circle City for 
its reasonable and verifiable administrative, accoUnting, legal, engkxxbg, inspection and other 
similar costs incurred under this Agreement prior to its terminaton under this provision. 

Section IX: General Conditions 
Each of the recitals set forth in Section 1 above are hereby incorporated into this Agreement by this 
reference as if fully set forth herein. This Agreement may not be modified or amended except by a 
writing signed by both parties. The remedies provided for in this Agreement sbail not be deemed either 
Parties’ exclusive remedies but shall be in addition all other remedies avaihble to Circle City at law or 
equity. No waiver by Circle City of any breach by Developer of any provision of this Agreement shall 
in any way be ConstNed asa waiver of any fuatreor subsequent breach by Developer or bar the right 
of Circle City to insist on strict performance by Developer of the provisions in this Agreement in the 
future. Developer is an independent party and not an agent or employee of Circle City. 

This Agreement shall be binding upon and inure to the benefit of the Parties hereto and their respective 
successors, assigns aod represmtativw, provided, however, that no assignment or transfer of any ofthe 
obligations, powers, duties or rights created in the obligee or assignee by this Agreement shall be 
binding upon any of the Parties to this Agreement until such assignment or transfer is approved in 
Writing by each of the Parties heaeto. 

If any suit or other action or proceeding is brought to enforce the terms of this Agreement, the 
prevailing party in such action sball be d e d  to recover reasonably attorneys’ fees and costs, such 
amounts as may be establishedby a courtandnotajnry. 

This Agreement embodies the entire agreement between the Parties and supersedes all prior and 
contempo-us oral or w&ten agreements, representatioaS and undesmdhgs, ifany, relating to the 
subject matter hereof which shall hereby be superseded and merged. All documents attached to this 
Agreement shall be readand interpreted= consistent with one another. 

Section headings are for the convenience of referenoe only and shall in no way Sect the interpretation 
of this Agreement This Agreement is the malt  of good faith negotiations between the Parties and, 
accordingly, shall no4 be construed for or against eithm Party regardless of which Party Qafted this 
Agreement or any portion thereof 

Developer does not intend the benetits of this Agreement to inure to any third party, nor shall this 
Agreement be amstmed to make or render Circle City liable to any creditor, mterialman, supplier, tax 
collector, mntnstor, subcontt.actor, brokery purchaser m lessee ofthe Improvements. 

Each Party shall execute and deliver all such documents and perform all such acts as reasonably 
mpested by any party from time to time to perform the duties and obligations contemplated by this 
Agreement. 

All annexes, schedules and -its attached hereto are hereby incOrp0r;lted into this Agreement by 
each refkrence thereto as iffidly set forth at each reference. 

Each Party acknowledges and wanants that it is fnuy authorized and empowered to execute this 
Agreement by and through the individuals executing below. 
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10. Any notices or communication required or permitted to be given to any of the Parties to this 
Agreement must be in writing and shall be effective upon the earlier of (a) the date when received by 
such party, or (b) the date which is three (3) days after mailing, postage prepaid, by certified or 
registered mail, return receipt requested, to the address of such party as indicated below, or (c) by tele- 
facsimile delivered or transmitted to the party to whom such notice is required or directed in 
accordance with that information first set forth above. Any such notices to be personally delivered 
may be delivered to the pMcipal offices or location of the other party to whom such notice is directed. 
Any such notice shall be deemed to have been giwm (whether actually received or not) on the day it is 
personally delivered as aforesaid. Any party to this Agreement may change its address or delivery 
location by giving notice to tme other party pursuant to this section. 

11. Time is of the essence with regard to each provision of this Agreement as to which time is a factor. If 
this Agreement provides that any time period expires or date for performance specified in this 
Agreement falls on a non-business day (i.e. Saturday, Sunday or legal holiday recognized by the State 
of Arizona), such time period or performance deadline shall be extended to the next business day. 

12. This Agreement has been prepared, is being execured and delived, and is intended to be pedormed in 
the state of Arizona The substantrv e laws of the State of Arizona and the applicable fedeml laws of 
the United States of America shall govern the validity, construction, enforcement and interpretation of 
this Agreement and all documents related hereto without regard to conflict of the law rules. 

13. The parties hereto agree to do all such things and take all such action, and to make, execute and deliver 
suchdocumentsandinstnrmen ts, as shaU be reamably requested to cany out the provisions, intent 
and purpose of this Agreement. 

14. This Agreement may be executed in multiple cmnterprtq each of which, when so executed shall be 
deemed an original but all such counterparts shall constitute but one and the same Agreement. 

16. Developer acknowledges that the On-site and certain off'te water infrastructure facilities are 
being instaUed for tbe purpose of providing domestic water service to the Development, which i s  
further described in Exhibit 1 Under certain operating conditions, tbe facilities may provide 
Iited Are protection service to appropriate fire protaction agencies contracting with the C i d e  
City for sach Service. However, it is expressly  dew by the Cilrcle C i  and the Developer 
that Circle City will provide a lninimum delivery p m r e  of 20 pound per square inch at the 
customer's meter or point of delivery in accordance wi& A.A.C. Rl4-2-407.E, but that Circle 
City does not gaamnke or enaure mhtermpted or m a r  fin p r o t e c h  service. Developer 
further acknowledges that CTlrle City does not represent or warraut that the domestic water 
utility service provided by C i d e  City meets pay rules, regulations or other standards for fie 
pratedion imposed by any governmental entity; nor does Circle C i i  aceept or &spume any 
obiigation of Developer, whether express or implied, pertaining to the property described in 
E s b i i  I including, withuut Ilmitdion, assumes of water for fm proteetion purposes, except 
as expressly set fortb in this Agmement 

17. Developer, ifactually defined to more tban a single individual, shall be jointly and swerally 
liable for all duties and obligatim under this Agreement. 
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Section X: Acceptance 

IN WITNESS HEREOF, the Parties do hereby agree to the foregoing covenants, terms 
and conditions of the Agreement dated as first set forth above. 

LAKE PLEASANT 5000, L.L.C., an Arizona limited liability company 

By: Haward 5K, L.L.C, an Arizona limited liability company 
its: Manager 
By: !$puvard Investments, Inc., a N w d a  corporation 

For: 
By: 
Its: 

Circle City Water Co. L.L.C. 
Robert T. Hardcastle 
Managing Member 
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Section X: Acceotance 
IN WITNESS HEREOF, fhe Parties do hereby agree to the foregoing covenants, terms 

and ConditioDS of the A;greement dated as first set forth above. 

LAKE PLEASANT 5000, L.L.C., an Arizona limited liability company 

By: Harvard 5K, L.L.C, an Arizcma limited liability company 
Its: Manager 
By: Harvard investments, Inc., a Nevada corpomion 
Its: Manager 

By: 
Its: 

For: 
By: 
Its: 

Circle City Water Co. L.L.C. 
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Exhibit I 

Vicinity Map and Legal Description 
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Parcel 1: 
The s.nrtheast 9- of Section 28, Towmbip 6 North, Range 3 West of the Gila and Salt 
River Base and Meridian, Mariaqm Chanty, Arb-  EXCEPT the North 210.00 feet of the 
Sou& 2090.00 feet of the We& 220.00 foer of &e East 910.00 feet. 

Parcel2 
The North 210.00 feet of the S& 2090.00 ket of the West 210.00 fea of the East 910.00 
f e e t o € b  Soutbastquartuof Sedim28, Township 6 North, Range3 West of rhe Gila and 
Salt Rmclr Base and Meridian, Maricopa couaty, Arinwa 

I 
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Vdiien recorded, please return to: 
Central Arizona Water 
Conservation District 

P.O. Box 43020 
Phoenix, Arizona 85080-3020 
Attn: Manager, Groundwater 

Replenishment District 

AGREEMENT AND NOTICE OF MUNICIPAL PROVIDER 
REPORTING REQUIREMENTS FOR 

WARRICK PROPERTY 
REGARDING MEMBERSHIP IN THE CENTRAL ARIZONA 

GROUNDWATER REPLENISHMENT DISTRICT 

This Agreement and Notice of Municipal Provider Reporting Requirements for Warrick 
Property Regarding Membership in the Central Arizona Groundwater Replenishment 
District is made this day of , 2007 among the CENTRAL ARIZONA 
WATER CONSERVATION DISTRICT, a political subdivision of the State of Arizona; SMT 
INVESTORS LIMITED PARTNERSHIP, an Arizona iimited partnership, as to an undivided 
25% interest and BOA SORTE LIMITED PARTNERSHIP, an Arizona limited partnership, 
as to an undivided 25% interest, and WARRICK 160, L.L.C., an Arizona limited liability 
company, as to an undivided 50% interest as to Parcel Nos. 1 , 2  and 5 ;  SMT INVESTORS 
LIMITED PARTNERSHIP, an Arizona limited partnership, as to an undivided 25% interest 
and CARDON FAMILY, L.L.C., an Arizona limited liability company, as to an undivided 
25% interest, and WARRICK 160, L.L.C., an Arizona limited liability company, as to an 
undivided 50% interest as to Parcel Nos. 3 and 4, and CIRCLE CITY WATER CO., an 
Arizona limited liability company. 

REClTALS 

A. Owner is the owner of the Property, legally described in Exhibit A attached 
and incorporated into this Agreement. 

6. Owner has applied to the Department for a certificate of assured water 
supply for the Property pursuant to Arizona Revised Statutes Title 45, Chapter 2, Article 9. 
Owner and the Municipal Provider have executed a notice of intent to serve agreement, as 
required by the Department, whereby the Municipal Provider has agreed to provide water 
to the Property. 

c. As permitted by Arizona Revised Statutes 5 45-576.01 (B), Owner desires to 
satisfy one requirement for obtaining a certificate of assured water supply by qualifying the 
Property as Member Land pursuant to the Groundwater Replenishment Statute. As 
Member Land, the Property will be a member of the Central Arizona Groundwater 
Replenishment District, an operating subdivision of CAWCD. 



0.  To qualify the Properiy as Member Land and to permit the delivery of 
Excess Groundwater to the Property as Member Land, the Groundwater Replenishment 
Statute requires the Property to be subject to the Declaration. 

E. To qualify the Property as Member Land, the Groundwater Replenishment 
Statute also requires the Municipal Provider to record this Agreement and comply with 
certain annual reporting requirements in accordance with Arizona Revised Statutes f.j 48- 
3774( C). 

NOW, THEREFORE, for good and valuable consideration, the receipt and 
sufficiency of which are acknowledged, and intending to be legally bound, the parties 
hereby agree as follows: 

ARTICLE 1 
DE FIN ITION S 

1.1 "Agreement" means this Agreement and Notice of Municipal Provider 
Reporting Requirements for Warrick Property Regarding Membership in the Central 
Arizona Groundwater Replenishment District, as amended from time to time. 

I .2 "CAWCD" means the Central Arizona Water Conservation District, a 
political subdivision of the State of Arizona, and any successor political subdivision. 

1.3 "Declaration" means the Declaration of Covenants, Conditions and 
Restrictions for Warrick Property Regarding Membership in the Central Arizona 
Groundwater Replenishment District recorded by Owner, as declarant, against the 
Property . 

1.4 "Department" means the Arizona Department of Water Resources, an 
agency of the State of Arizona, and any successor agency. 

1.5 "Director" means the director of the Department. 

1.6 "Excess Groundwater" means the amount of Groundwater equal to the 
amount of Groundwater delivered to the Property in a calendar year in excess of the 
amount of Groundwater that may be used at the Property in that calendar year consistent 
with the applicable Assured and Adequate Water Supply Rules adopted by the Department 
for the Phoenix Active Management Area pursuant to Arizona Revised Statutes !j 45- 
576(H), subject to the provisions of Paragraph 2.4 herein. 

1.7 "Groundwater" is as defined in Arizona Revised Statutes 3 45-1 01 (5), 

,t .8 "Groundwater Replenishment Statute" means Arizona Revised Statutes, 
Title 48, Chapter 22. 

1.9 "Member Land" is as defined in Arizona Revised Statutes § 48-3701 ( I O ) .  
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1 , I O  "Municipal Provider'' means Circle City .Water Co., an Arizona limited liability 
company, and its successors and assigns. 

1. I 1  "Owner" means SMT INVESTORS LIMITED PARTNERSHIP, an Arizona 
limited partnership, as to only an undivided 25% interest, and BOA SORTE LIMITED 
PARTNERSHIP, an Arizona limited partnership, as to only an undivided 25% interest, and 
WARRICK 160, L.L.C., an Arizona limited liability company, as to only an undivided 50% 
interest, in that portion of the Property described in Exhibit A as Parcel Nos. 1, 2 and 5; 
SMT INVESTORS LIMiTED PARTNERSHP,  an Arizona limited partnership, as to only an 
undivided 25% interest, CARDON FAMILY, L.L.C., an Arizona limited liability company, as 
to only an undivided 25% interest, and WARRICK 160, L.L.C., an Arizona limited liability 
company, as to only an undivided 50% interest, in that portion of the Property described in 
Exhibit A as to Parcel Nos. 3 and 4, and their successors and assigns. 

1.12 "Parcel" means any portion of the Property now existing or hereafter 
established for which the tax assessor for the county in which the Property is located has 
issued a separate tax parcel number. The current tax parcel number for each Parcel is as 
shown in Exhibit B attached and incorporated into this Agreement. 

1.1 3 "Parcel Replenishment Obligation" means, with respect to any particular 
Parcel, an amount of Groundwater that is equal to the amount of Groundwater delivered to 
the Parcel in a calendar year multiplied by the percentage that the Excess Groundwater of 
the Property for that year bears to the total amount of Groundwater delivered to the 
Property during that year. 

1.14 "Property" means the real property described in Recital A. 

1.15 "Report(s)" means the report(s) required to be prepared by the Municipal 
Provider in accordance with Arizona Revised Statutes 5 48-3775(A) and this Agreement. 

ARTICLE 2 
REPORTING REQUIREMENTS 

2.1 Annual Reports. In accordance with Arizona Revised Statutes 5 48- 
3775(A), on or before March 31 of each year after the recordation of this Agreement, the 
Municipal Provider shall file a Report with CAWCD, with the Director, and with the tax 
assessor and treasurer for the county where the Property is located that contains the 
following information for the preceding calendar year, which is the reporting year: 

2.1.1 The amount of Groundwater delivered by the Municipal Provider to 
each Parcel, identified by the applicable tax parcel number, and the basis for the 
calculation of the amount of Groundwater delivered. 

2.1.2 The amount of Groundwater delivered by the Municipal Provider to 
the Property, and the basis for the calculation of the amount of Groundwater delivered. 
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2.1 3 The amount of Excess Groundwater delivered by the Municipal 
Provider to the Property, and the basis for the calculation of the amount of Excess 
Groundwater delivered. 

2.1.4 The Parcel Replenishment Obligation of each Parcel, identified by 
the applicable tax parcel number. 

2.1.5 Such other information as CAWCD may reasonably require. 

2.2 Records. In accordance with Arizona Revised Statutes 5 48-3775(F), the 
Municipal Provider shall maintain current and accurate records of the information required 
to be included in the Reports. 

2.3 Form of Reports. In accordance with Arizona Revised Statutes 9 48-3777, 
CAWCD shall determine the form of the Reports to be submitted by the Municipal Provider 
in order to carry out the purposes of the Groundwater Replenishment Statute. 

2.4 Minimum Quantitv of Excess Groundwater. A minimum of 2f3 (two-thirds) 
of the Groundwater delivered by the Municipal Provider to the Property in any year shall be 
reported as Excess Groundwater delivered to the Property in that year. 

ARTICLE 3 
ENFORCEMENT POWERS 

3.1 Penaltv for Failure to Report. If the Municipal Provider fails to timely file a 
Report as required by CAWCD, CAWCD may assess a penalty in accordance with Arizona 
Revised Statutes § 48-3775(G). 

3.2 Inspections, lnvestiaations and Audits. The CAWCD has the rights 
provided under Arizona Revised Statutes 5 48-3783 with respect to inspections, 
investigations and audits. 

ARTICLE 4 
GENERAL PROVISIONS 

4.1 Bindinq Effect. The provisions of this Agreement inure to the benefit of and 
bind the respective successors and assigns of the parties hereto, provided that no 
assignment or transfer of this Agreement or any part or interest herein by the Municipal 
Provider is valid until approved by CAWCD, which approval may be withheld solely on the 
basis of CAWCD's determination that assignment would cause the Municipal Provider, 
Owner, or CAWCD to be out of compliance with the Groundwater Replenishment Statute 
or unable to meet its obligations under this Agreement or under the Groundwater 
Replenishment Statute. The Municipal Provider and Owner agree and covenant to 
CAWCD to execute and record any additional documentation which CAWCD may 
reasonably require to effectuate the intents and purposes of this Agreement and the 
Groundwater Replenishment Statute. 
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4.2 Entire Agreement. This Agreement constitutes the entire agreement among 
the parties and no understandings or obligations not expressly set forth in this Agreement 
are binding upon the parties. 

4.3 Amendments. This Agreement may be modified, amended or revoked only 
(I) by the express written agreement of the parties hereto; or ( 1 1 )  by amendment statutes, 
rules or regulations or successor statutes, rules or regulations, as contemplated by 
Paragraph 4.5. 

4.4 Interpretation. This Agreement is governed by and must be construed and 
interpreted in accordance with and in reference to the laws of the State of Arizona, 
including but not limited to the Groundwater Replenishment Statute. 

4.5 Rules, Renulations and Successor Statutes. All references in this 
Agreement to Arizona Revised Statutes include all rules and regulations promulgated by 
the Department under such statutes and all amendments and successor statutes, rules 
and regulations to such statutes, rules and regulations. 

4.6 Severability. Any determination by any court of competent jurisdiction that 
any provision of this Agreement is invalid or unenforceable does not affect the validity or 
enforceability of any other provision of this Agreement. 

4.7 Captions. All captions, titles or headings in this Agreement are used for the 
purpose of reference and convenience only and do not limit, modify or otherwise affect any 
of the provisions of this Agreement. 

4.8 Notices. Except as otherwise required by law, any notice given in 
connection with this Agreement must be in writing and must be given by personal delivery, 
overnight delivery, facsimile, or United States certified or registered mail. Any such notice 
must be addressed to the appropriate party at the following address (or at any other 
address as a party may hereafter designate by written notice given as required by this 
paragraph): 

CAWCD: 

For delivery use: 

For U.S. Mail use: 

Central Arizona Water Conservation District 
23636 North 7th Street 
Phoenix, Arizona 85024 
Attn: Manager, Groundwater Replenishment District 

Central Arizona Water Conservation District 
P . 0  Box43020 
Phoenix, Arizona 85080-3020 
Attn: Manager, Groundwater Replenishment District 
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[vi u n ic i p a I 
Provider: 

Owner: 

Circle City Water Co. 
Attention: Mr. Robert T. Hardcastte 
P.O. Box 8221 8 
Bakersfield, California 93380 

Warrick 160, L.L.C. 
17700 North Pacesetter Way 
Scottsdale, Arizona 85255 

Notice is deemed to have been given on t h e  date on which notice is personally delivered, 
delivered to an overnight delivery service, transmitted by facsimile, or mailed. Notice is 
deemed to have been recejved on the date on which the notice is actually received or 
delivery is refused. 

4.9 Consent to Recording. Owner hereby consents to the recording of this 
Agreement against the Property. 

IN WITNESS WHEREOF, the Parties to this Agreement have executed this 
Agreement as of the date first set forth above. 

CAWCD: CENTRAL ARIZONA WATER CONSERVATION DISTRICT 

By: 
David S. “Sid” Wilson, Jr. 

Its: General Manager 

MUNICIPAL 
PROVIDER: CIRCLE CITY WATER CO., an Arizona limited liability 

company 

Its: Manaser 

I By: h 

-6- 



OWNERS: SMT INVESTORS LIMITED PARTNERSHIP, an Arizona 
limited partnership, as to only an undivided 25% interest in 
that portion of the Property described in Exhibit A as Parcel 
Nos. 1, 2 ,  3,4  and 5 

By: MRW MANAGEMENT COMPANY, INC., an Arizona 
corpora tion 

Its: \/lice President 
J 

BOA SORTE LIMITED PARTNERSHIP, an Arizona limited 
partnership, as to only an undivided 25% interest in that 
portion of the Property described in Exhibit A as Parcel Nos. 
1 , 2  and 5 

By: BOA SORTE, LLC, an Arizona limited liability company 

Its: Manaqer 

WARRICK 160, L.L.C., an Arizona limited liability company, 
as to only an undivided 50% interest in that portion of the 
Property described in Exhibit A as Parcel Nos. 1, 2, 3,4  and 
5 

By: HARVARD INVESTMENTS, INC,, a Nevada corporation 

its: Manager I- 
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CARDON FAMILY, L.L.C., an Arizona limited liability 
company, as to only an undivided 25% interest in that portion 
of the  Property describedjn ExhibitA as Parcel Nos. 3 and 4 

By: - 
Wilford R b r d e w  

Its: Manager 

STATE OF ARIZONA ) 

County of MARICOPA ) 
) ss. 

The foregoing instrument was acknowledged before me this day of 
, 2007, by David S .  “Sid” Wilson, Jr. , the General Manager of 

Central Arizona Water Conservation District 
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Notary Public 

My commission expires: 



STATE OF 

County of 

The foregoing 

Water Co., 

r 

/ 

instrument was acknowledged before me this day of 
2007, by the Manaaer of CircleCi!_y 

--3 ,./ 
STATE OF ) 

County of ) 
) ss. 

, 

The foregoing instrument was acknowledged before me this day of 
Mana er of Circle City 

' 

,2007, by 
Water Co.. 

Notary Public 

My commission expires: 
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_I_--_.__+- 
-----....__ 

3 

who proved to me on the basis of satisfactory evidence to 
be the person(s) whose name(s)&re subscribed to the 
within instrument and acknowledged to me that 
kw&&&hey executed the same in hk&ar/therr authorized 
capacity(ies), and that by +4$&?Wtheir signature(s) on the 
instrument the person(s), or the entity upon behalf of 
which the person(s) acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the iaws 
of the State of California that the foregoing paragraph IS 
true and correct. 

Place Nolary Seal Above 

Though the information below is not required by law it may prove valuable to persons relying on Ihe document 
and could prevent fraudulenf removal and reattachment of this form to another document, 

Description of Attached Document 

-.. 
-II 

Title or Type of Document. bk6&[m I & fi#flc?.t; b f  &i.,wClPAzI Py tov i~n~ ,  
Document Date: -&h/&/LIzd ?, &OY ~ Number of Pages: ---ff 
Signer@) Other Than Named Abtve: .̂__ _l__ 

Capacity(ies) Claimed by Signer@) 

Signer's Narne:@&Zf t'$&@v Signer's Name: .!!&E cjmfaod .___ 

ij Individual L! Individual 

7 Partner - x i m i t e d  - General 
0 Attorney in Fact _-- Attorney in Fact 
1 Trustee \Trustee 
Y Guardian or Conservator Guardian or Conservator 
CJ Other: - _  r' Other: 

Corporate Officer - Title@): - w . u  1' Corporate Offjcer - Mle(s): -&&&eS,, ~ - -  - 
- 1  Partner --Limited 1- General ' ' 

-- 

- u 
a9200rluatiorraI NoldN A;sWaMn * 9350 De Solo Ave PO.Box 2402*ChahWrlh CA 91313-2402. WWY, NalionalNolaryorg Item 115907 Reorder Call Toll-Free 1-8W-8:6.B827 

I 1 -- 
Signer Is Representing: 
@I= Gm e 



STATEOF b ( i w  ) 

Countyof ) 
) ss. 

~ 

The foregoing instrument was acknowledged before me this $1 day of 
&ULrU&ll_ ? 2007, by Michael T. Cowley the Vice President of 
MRW Management Company, Inc. on behalf of SMT Investors Limited 

Part ne rs h i p 

My commission expires: 

d Tcb I 05 

STATEOF f 

The foregoing instrument was acknowledged before me this 2% day of 
/v'ow.u4h?- ,2007, by Wilford R. Cardon the Manaaer of 
Boa Sorte, LLC on behalf of Boa Sorte Limited Partnership 

L -  
Not& Public 

J 

My commission expires: 

&c 29, zpj 

t 
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The foregoing instrument was acknowledg d before me this * day of 
Nouclmh , 2007, by C h r ; & b h  x d l \  the 
of Harvard Investments, lnc., on b6half of Warrick 160, L.L C. 

My commission expires: 

STATE OF ) 
) ss. 
) 

County of fYbr;C$X 

The foregoing instrument was acknowledged before me this 28 day of 
of 

b u d  buhihw ,2007, by Wilford R. Cardon the Manager 
Cardon Family, L.L.C. : Nota Public 

My commission expires: 

G \grd\grd-docs\WarrickProperty 102.1 4 1 164.agt.doc 
080.02 01 
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EXHIBIT A 

The Property 

Parcel No. 1; 

The West half of the Northwest quarter of the Southeast quarter; and the North half of the 
Southwest quarter of the Southeast quarter; and the South half of the Southwest quarter of 
the Southeast quarter of Section 28, Township 6 North, Range 3 West of the Gila and Salt 
River Base and Meridian, Maricopa County, Arizona. 

Parcel No. 2; 

The East half of the Northwest quarter of the Southeast quarter of Section 28, Township 6 
North, Range 3 Wesf of the Gila and Salt River Base and Meridian, Maricopa County, 
Arizona. 

Parcel No. 3; 

The North half of the Southeast quarter of the Southeast quarter of Section 28, Township 6 
North, Range 3 West of the Gila and Salt River Base and Meridian, Maricopa County, 
Arizona. 

Parcel No. 4; 

The South half of the Southeast quarter of the Southeast quarter of Section 28, Township 
6 North, Range 3 West of the Gila and Salt River Base and Meridian, Maricopa County, 
Arizona. 

Parcel No. 5; 

The Southeast quarter of Section 28, Township 6 North, Range 3 West of the Gila and Salt 
River Base and Meridian, Maricopa County, Arizona; 

Except the following Parcels A, B, C and D 

A) The West half of the Northwest quarter of the Southeast quarter; and the North half of 
the Southwest quarter of the Southeast quarter; and the South half of the Southwest 
quarter of the Southeast quarter of Section 28, Township 6 North, Range 3 West of the 
Gila and Salt River Base and Meridian, Maricopa County, Arizona. 

6) The East half of the Northwest quarter of the Southeast quarter of Section 28, Township 
6 North, Range 3 West of the Gila and Sait River Base and Meridian, Maricopa County, 
Arizona. 

C) The North half of the Southeast quarter of the Southeast quarter of Section 28, 
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Township 6 North, Range 3 West of the  Gila and Salt River Base and Meridian, Maricopa 
County, Arizona. 

D) The South half of the Southeast quarter of t he  Southeast quarter of Section 28, 
Township 6 North, Range 3 West of the Gila and Salt River Base and Meridian, Maricopa 
County, Arizona. 
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EXHIBIT B 

Tax Parcel Numbers 

Tax Assessor 
Parcel Number Tax Year Countv @& 
503-1 3-004A 2007 Maricopa Phoenix 
503-1 3-004C 2007 Maricopa Phoenix 
503-13-004E 2007 Maricopa Phoenix 
503-1 3-004F 2007 Maricopa Phoenix 
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I RE: LP5000 

Notebook: Litigation - PRAHIN 

Created: 5/8/20 13 5:06 PM 

Author: - " _  ~- I 1  

Bob Hardcastle -_ _-- 1_ ~ - I  

Subject: RE: LP5000 
From: Bob Hardcastle 
To: Chris Cacheris 
CC: Patrick Black 
Date Sent: 5/3/2013 3:10:57 PM 
I am surprised to learn of that, Chris, since at our last telecom we 
clearly agreed that the LP5000 project was not viable and unwinding 
the project was the only reasonable thing to do. As you requested, I had 
counsel research this issue extensively and determine the proper 
course of action based on your direction and concurrence. In the 
ensuring nearly month there should have been plenty of time to 
assemble the needed partner meeting to proceed according to  this 
instruction. 

I am directing counsel to proceed accordingly. 

RTH 
LZ I I f k,j z\ c o  .co in 

From: Chris Cacheris [maiIto:ccacheris@harvardinvestments.com] 
Sent: Friday, May 3, 2013 3:06 PM 
To: Bob Hardcastle 
Cc: Patrick Black 
Subject: RE: LP5000 

Bob- thank you but please hold on extinguishing/termination for the time being 
unti l I can convey a partner meeting and get final confirmation given details in this 
email. We wil l have partnership meeting ASAP. Thanks. 

1 From: Bob Hardcastle [p 
Sent: Friday, May 03, 2013 2:59 PM 
To: Chris Cacheris 
Cc: Patrick Black 
Subject: LP5000 

~~ I _  -Ix ~ x _I __ ~ 

. .  . 



Chris- 

Pursuant to our telecom on April 12,2013, I understand that 
Harvard has accepted payment responsibility for the 
engineering and legal invoices, as adjusted, previously 
submitted. We would appreciate your attention to these 
at  yo ur earliest convenience. 

Further, you indicated that Harvard had determined that the 
LP5000 Project was, unfortunately, (a) currently non-viable, 
and (b) could not be determined when it would become a viable 
future project. Accordingly, we mutually agreed to cause the 
winding up of all arrangements between our companies and 
Harvard as it relates to this matter. 

As such, you asked that I investigate what was required, and at 
what cost, to complete the winding up of such arrangements. 
Based on counsel’s input and estimates, we believe the following 
items are involved in this issue: 

(a) Mutual termination of the regula torily approved 
Water Facilities Agreement; 

(b) Application for deletion of the CC&N related to the 
Project and extinguishment of any related conditions 
under ACC Decision No. 68246; 

Harvard, CAGRD, and CCWCo LLC. 
(c) Termination of the multi-party agreement between 

Accordingly, counsel has researched this issue and advised that 
to accomplish these tasks would require approximately 90-120 
days and cost approximately $20,000. Counsel cannot, with 
precision, determine the final costs of these arrangements 
because the extent of the CC&N deletion and CAGRD de- 
enrolling requirements are not fully known a t  this time. I think 



you are aware of how aggressively we manage all professional 
fees and costs, as we will in this case. 

Based on our previous discussion I am approving counsel to 
proceed with these tasks as expeditiously as possible and, 
absent your objections, will complete same. I will keep you 
informed. 

Pleas e advise, if applicable. 

Robert T. Hardcastle 
President I Smoke Iltilities, lnc. 
P.O. Box 82218 
Fhkrrsfield, CA 93380-2218 
(661) 633-7526 
(855) 672-5057 fax 
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~ 

Maricopa County 
I Environmental Services Department 
I 

I Water and Waste Management 

October 7, 2013 Subdivision Infrastructure & 
Planning Program 
1001 N. Central Avenue #150 

Mauricio Iacuelli, P.E. Phoenix, Arizona 85004 
Phone: (602) 506-1058 
Fax: (602) 506-5813 RBF Consultinq 

2929 N. Central Avenue, Ste 800 
Phoenix, AZ 85012-2794 

TDD 602 506 6704 

Re: Warrick Property; Public Water, MCESD #073777. 

Dear Mr. Iacuelli; 

On June 17, 2008, the above referenced project received an Approval to Construct 
(ATC) for the public water (13,117 LF) system. The ATC expired on June 17, 2009 
unless construction had been substantially started. MCESD has not received the 
required Approval of Construction (AOC) to allow for operation. This letter is a 
request for information on the projects status. 

The above ATC has already expired because three years have passed since the date 
of issuance. I f  any construction is necessary, the project will have to be resubmitted 
for a new ATC in order to continue. Please resubmit the ATC application, fees and 
associated documentation. If the project has been terminated, please let us know. 

Construction without a valid ATC is prohibited by County and State regulations and 
may result in legal action. Operation of the system without a valid AOC is also 
prohibited and may result in legal action. 

I f  you have any questions regarding this letter, please contact me at 602-506-0376 
or wshonerd@mail.maricoPa.caov. 

Sincerely, /7 

Wesley A, Shonerd, P.E. 
Senior Civil Engineer 
Subdivision Infrastructure and Planning Program 

Cc: Circle City Water Company 
Warrick 160 LLC 
MCESD File 
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